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Higgins Floors are wonderfully beautiful and WORRY-FREE 


DARK TONES: For use 

alone or in com- 
bination with the 
natural blocks as 
shown above, Hig- 
gins Block is made 
in the rich dark 
tone many decora- 
tors demand. 


UNFINISHED: For 
these who want 
the “custom” look 
of on-the-job finish- 
ing, Higgins Block 
is also available 
without factory pre- 


finish. 


For as long as a Higgins Block floor lasts— 
and that’s longer than most buildings—it 
cannot, physically cannot expand or con- 
tract; this means NO maintenance trouble. 
It’s prefinished, made to lay quickly and 
easily, and to be walked on as soon as it’s 


down; this means NO installation trouble. 


The wood made 

world famous in Higgins 
hardwood-hulled 
fighting boats 


BONDE 


HIGGINS INDUSTRIES INC. 
WORLD’S LARGEST MANUFACTURERS OF 


One look tells the customer it’s as easy to 
care for as a new table-top. It tells him 
clearly, too, that the builder cares about 
quality materials—and that’s why Higgins 
floors sell houses, why they’re ringing up 
extra builder profits all over the country, 


with NO trouble. Write for details today! 


ARD FLOORS 


— BOX 8169 NS 22 — PIONEERS AND 


RDWOOD BLOCK FLOORING 























Any way you look at insurance 





Old Republic has the answer 


You're in a service business. You know 
from experience how much all-round serv- 
ice can mean in attracting new custom- 
ers—and keeping old ones. And you can 
well realize what an advantage it would 
be to you to have a single source for all 
types of automobile insurance coverages. 


Old Republic 


Life Insurance Company 
Chicago 1, Illinois 








That’s where we come in! The Old Re- 
public companies provide the most com- 


plete specialized insurance market for 
financial institutions engaged in diversi- 
fied instalment credit—including credit 
life, accident and sickness insurance and 
automobile physical damage coverage. 


Old Republic 


Insurance Company 
Greensburg, Pennsylvania 
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with title insurance by Amer- Ir 
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MBA 1957 Calendar 


June 23-29, School of Mortgage 
Banking, Courses I and II, North- 
western University, Chicago 


June 30-July 6, School of Mortgage 
Banking, Course III, Northwestern 
University, Chicago 


July 28-August 3, School of Mort- 
gage Banking, Course I, Stanford 
University, Stanford, California 


August 4-10, School of Mortgage 
Banking, Course II, Stanford Uni- 
versity, Stanford, California 


September 23-26, Electronic and 
Tabulating Equipment Servicing 
Clinic, Hotel Commodore, New York 


Nevember 4-7, 44th Annual Con- 
vention, Statler Hilton Hotel, Dallas 


>> AVAILABLE: These MBA Cer- 
tificate of Merit award works—avail- 
able without charge— 


Project Construction Financing by 
George Robert Monroe, Secretary, 
Monarch Investment Co., Wichita. 


The Mortgage Banker of Yesterday 
and Today by G. J. Hoffmann, Jr., 
Treasurer, Stockton, Whatley, Davin 
& Company, Jacksonville, Florida. 


The Motel Story by Jerry B. Frey, 
Jr., The Brown-Frey Mortgage Com- 
pany, Dallas. 


Simplified Mortgage Service Ac- 
counting Procedures by John K. 
Benoit, Equitable Life Insurance 
Company of Iowa. 


Subdivision Development and Fi- 
nancing by J. Wray Murray, Com- 
monwealth Life Insurance Co., Louis- 
ville. 


Direct Placement of Industrial Se- 
curities by Mortgage Bankers by Wal- 
ter Mahlstedt, Teachers Insurance 
and Annuity Association of America. 


Mortgage Loan Analysis of Retail 
Properties by Robert P. Russell, 
Realty Mortgage Co., Inc., Houston. 


Auditing the Loan Correspondent 
by D. R. Olson, Equitable Life Insur- 
ance Company of Iowa, Des Moines. 
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TITLE INSURANCE SERVICE CAN BE FAST, TOO! 


Speed in title insurance service is important to all parties in a real 
estate transaction. For many years Louisville Title has been saving 
valuable time for mortgage bankers and their clients with fast action 


on procedures fashioned for their individual needs. 


There are many advantages for you in this customized type of 
title insurance service. We are an organization old in experience — 
young in action—capable in performance . . . recognized as one of 
the nation’s leading title insurance companies. We'd like to send you 


complete information about our service. 


LOUISVILLE TITLE INSURANCE COMPANY 


> 
: HOME OFFICE ° 223 S. FIFTH STREET . LOUISVILLE, KENTUCKY 
~ 
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EVERY HOMEOWNER 


A PROSPECT 








COMPREHENSIVE PERSONAL LIABILITY INSURANCE 


This broad policy indemnifies and protects the homeowner 
against virtually all legal liability claims which might arise out 
of ownership or maintenance of his home, including medical 
payments. This same protection also extends to cover the 
personal acts of the insured and immediate members of his 
family such as their participation in various sports activities 
and other non-business pursuits either on or away from the 
premises. This valuable coverage may be written under a 
separate policy, or may be added, in most states, by endorse- 


ment to a fire policy at small cost. 


REPUBLIC VANGUARD /|\NSURANCE COMPANIES 
Home Office © 3415 Cedar Springs — Dallas 19, Texas 

Los Angeles, California New York, New York Chicago, Illinois 
DEPARTMENTS 675 South Park View 110 Fulton Street 309 West Jackson Blvd. 

Los Angeles 57, Calif. New York 38, N. Y. Chicago 6, Ill. 
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PROTECTION 


Licensed to do business in the following states: 
Arkansas ® Florida ¢ Georgia ® Indiana * Kansas ® 


orida 
Louisiana ® Mississippi ¢ Missouri ¢ Nebraska 
Oklahoma ® Illinois (certain counties) ¢ Alabama 


TITLE INSURANCE CORPORATION 810 Chestnut  MAin 1-0813 
of St. Louis. McCune Gill, President 10 South Central PArkview 7-813! 
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Choice business property in PALM SPRINGS 
90¢ A FRONT FOOT! 


In 1909, Nellie Coffman acquired land 
along Palm Canyon Drive in the heart of 
Palm Springs for less than 90¢ a front 

foot. She erected tents on the property and 
began providing overnight accommodations 
for travelers. Today, this same land is part 
of the site of Palm Springs’ famous 
Desert Inn and is currently 
valued at $2,000 a front foot! 
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Whatever it cost, L 
California land is precious...be sure it’s safe, too! 2 


An investment in California property grows in value every 
year. This investment deserves the best possible protection. 


We have helped make California land safe since 1893. Through- 
out these 64 years of conservative management, our current 
assets have accumulated to more than $44,000,000. 

Here at Title Insurance, title service is fast, low-cost and depend- 
able. Our Home Office has America’s largest staff of title special- 
ists, plus the only complete land records of Los Angeles County 
...in 14 other California counties we have title plants and expe- 
rienced title men. Here at Title Insurance is the best safeguard 
for buyers and lenders. 


America’s Largest Southern California’s Oldest 
Title Company Trust Company 


Title Insurance and Trust Company 


433 South Spring Street, Los Angeles 54 


California offices of Title Insurance and Trust Company in Bakersfield, Fresno, Independence, Los Angeles, 
Santa Ana, Santa Barbara, San Luis Obispo, Ventura, Visalia. Associated Company office in San Diego 
(Union Title Insurance and Trust Co.). Subsidiary company offices in El Centro and San Bernardino 
(Pioneer Title Insurance and Trust Company) ; in Oakland and Hayward (Alameda County-East Bay 
Title Insurance Company) ; in Riverside (Riverside Title Company) ; in the State of Nevada (Pioneer 
Title Insurance and Trust Company); in Portland, Oregon (*Title and Trust Company); in Seattle 
(*Washington Title Insurance Company). *List of counties available on request. 
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Highways and Byways of Business 





Big Job to Be Done: Removal of Restrictions 
In States’ Laws Hindering Mortgage Lending 


“HANGES in laws of 40 states to 
facilitate investments in mort- 
gages by out-of-state corporations, o1 
i 


a federal law to provide uniformity 
the country over, would benefit the 
construction industry throughout the 
United States, according to a booklet 
published by ABA’s Savings and Mort- 


gage Division written by John J. Red- 


field, a member of the law firm of 


Cadwalader, Wickersham & Taft, 
New York 

Under the title, “Restrictive State 
Laws Obstruct a Healthy Building 
Industry,” Mr. Redfield says: “Bur- 
densome and restrictive state laws 
must go if a healthy building industry 
is to be realized. In a few states where 
out-of-state banking institutions can- 
not qualify to do business and no en- 
abling legislation or other basis for 
satisfactorily carrying out a mortgage 
program by such institutions exists, 
they cannot safely invest in mort- 
gages 

“In some states, no local tax re- 
turns need be filed, while in others 
such returns must be filed but no 
taxes are payable. Again, in certain 


states, tax returns are required to be 


LAND TITLE 


SERVICE 
COVERS 


OHIO 





ALLIANCE - CHARDON - CINCINNATI - COLUMBUS - 
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filed and taxes paid; and the acqui- 
sition of property as a result of fore- 
closure requires that additional tax 
returns must be filed and taxes paid. 

“No two states appear to have the 
same procedure in connection with 
foreclosure, and costs of foreclosure 
vary widely. Many states permit an 
owner a considerable period of time 
after the completion of a foreclosure 
in which to redeem the property by 
payment of the balance due. Thus 
the holder of the mortgage cannot sell 
the mortgaged property upon com- 
pletion of the foreclosure until this 
period for redemption has expired.” 

Mr. Redfield suggests that the wide 
variation in state laws supplies indi- 
rect support for those seeking addi- 
tional federal intervention in the 
mortgage field. 

“The expected termination of the 
VA guaranteed loan program in 1958 
will naturally lead to the channeling 
of funds formerly invested in such 
mortgages to other forms of invest- 
ment, particularly FHA and conven- 
tional mortgages. Since the rate of 
interest on FHA’s is fixed, substantial 
additional sums will be invested in 


54 Years Ex 





ae PES 


conventional mortgages to the extent 
state laws permit. In 1954, the last 
full year for which statistics are avail- 
able, New York savings banks alone 
invested some $667 million in VA 
mortgages. This represents one-third 
of the new mortgage loans made by 
New York institutions. In the first 
nine months of 1955, the percentage 
rose to 38 per cent. 

“The prospective development of 
this nationwide conventional loan 
program accentuates the importance 
of ‘doing business’ and related local 
tax problems. Unlike VA and multi- 
family FHA loans where the security 
may be turned over to the relevant 
governmental agency, the foreclosing 
institution, in the case of conventional 
loans, will have to hold and operate 
the property pending sale and the 
expiration of the period of redemp- 
tion. This requirement, in turn, will 
necessarily involve delay, expense, 
and intrastate activity not involved in 
the case of VA and multifamily FHA 
loans. Unless adverse state legislation 
is changed, these new developments, 
especially during a period of ‘tight’ 
money, will lead to a further dearth 
of new mortgage investments in those 
states with unfavorable ‘doing busi- 
ness,’ local tax, and foreclosure legis- 
lation. 

“These laws discourage new con- 
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struction financed by out-of-state 
capital, and thus unnecessarily restrict 
new sources of local tax revenues. 
Such laws also increase the cost of 
mortgage lending, reduce the value 
of residential properties, and, in some 
areas, make it difficult to secure any 
loans at all for new construction, resi- 
dential or otherwise. 

“Obsolete state laws make it possi- 
ble, at least in some states, for a bank 
under certain circumstances to find 
that the unique investment opportu- 
nities available in the mortgage field 
today could develop into a real dis- 
aster. 

“A recent and readable pamphlet, 
‘Heads I Win, Tails You Lose,’ by 
The Corporation Trust Company in- 
dicates that some 40 states have 
statutes providing that unlicensed 
foreign corporations, which enter into 
contracts locally while doing business, 
are barred from maintaining suits on 
those contracts; and in 14 of those 
states, later qualification will not 
remedy the situation. Thus, failure 
to qualify might result in the loss of 
your entire mortgage portfolio. In 
some states, of course, a banking cor- 
poration is not permitted to qualify 
at all. 

“In a number of states, pursuant 
to informal ruling or otherwise, local 
authorities are not presently collect- 
ing taxes or applying local banking 
or other restrictive regulations; and, 
accordingly, out-of-state lending in- 
stitutions expose themselves to some 
risk of administrative change. In 
some of these states, however, in my 
judgment, under all the circumstances 
the practical exposure is not sufficient 
to affect the competitive position of 
such states; and, accordingly, legisla- 
tion in these states is not recom- 
mended. Such states are Alabama, 
Arkansas, Georgia, New York, Okla- 
homa, Pennsylvania, and Washington. 

“In those states where the burden 
is substantial or the exposure is suffi- 
cient to affect the states’ competitive 
position, what then is the solution to 
possible ‘doing business,’ penalties and 
tax burdens imposed on out-of-state 
investors? The solution depends upon 
whether or not the state falls within 
one or more of the following cate- 
gories: : 
>> Jurisdictions in which either no 
basis exists for a favorable legal opin- 
ion so far as ‘doing business’ by an 
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It is usually some long-past defect or over- 
sight in examining a title which “catches 
up” with the property owner or investor — 
unless his interests are adequately protec- 


ted by title insurance. 


A “search” to us means tracing the title 
chain to its origin —. To the banker who 
invests in mortgage loans, a TG&T policy 
guarantees against loss caused by undis- 
closed title irregularities. 

When making a loan secured by real prop- 
erty, avail yourself of our generations of 


experience — the facilities and resources of 


our eleven ably staffed offices. 


TITLE GUARANTEE 
He and Trust Company 


HEAD OFFICE: 176 BROADWAY, N. Y. 38 * WOrth 4-1000 


TITLE INSURANCE IN NEW YORK, 
NEW JERSEY, CONNECTICUT, MASSACHUSETTS 
MAINE, VERMONT, GEORGIA 
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out-of-state bank is concerned, or a 
basis does exist, but the question is 
not entirely free from doubt. Juris- 
dictions in this category are Cali- 
fornia, Connecticut, Massachusetts, 
New Jersey, and Puerto Rico. 
>> Jurisdictions in which local au- 
thorities would collect burdensome 
taxes—-these are District of Columbia 
and Hawaii. 
>> States in which local taxes might 
apply to a foreign lender but, pursu- 
ant to informal ruling or otherwise, 
local authorities are not presently col- 
lecting taxes. These states are Ari- 
zona, California, Colorado, Indiana, 
lowa, Michigan, Missouri, New Mex- 
ico, Ohio, Pennsylvania, Rhode 
Island, South Carolina, Texas, Utah, 
Virginia, and West Virginia. 
“Among others, Arizona, Florida, 
Illinois, Michigan, Missouri, Nevada, 
New Mexico, North Carolina, Okla- 
homa, South Carolina, South Dakota, 
Tennessee, Texas, and Wisconsin have 
passed broad types of statutes which 
resolve many of the problems above. 
These statutes either permit qualifi- 
mortgage invest- 


cation limited to 


ment, or provide that such investment 
does not require qualification. In 
my opinion, the Tennessee statute is 
the most favorable statute from the 
out-of-state lender’s point of view. 
It has recently been amended to cover 
other out-of-state lending institutions 
in addition to mutual savings banks. 


“The Tennessee statute explicitly 
authorizes, without qualification, any 
one or more of the following activities 
in Tennessee: the acquisition of mort- 
gage loans or participations or inter- 
ests therein pursuant to commitment 
made prior to or following their 
origination; the ownership, modifica- 


tion, renewal, extension, transfer, or 


foreclosure of such loans or the ac- 
ceptance of substitute or additional 
obligors; the maintaining or defend- 
ing of any actions or suits; the main- 
tenance of bank accounts in local 
banks in connection with collection 
or servicing; the making, collection, 
and servicing of such loans through 
local servicers engaged in the busi- 
ness of servicing for investors; the 
taking of deeds in lieu of foreclosure; 
the acquisition of titles under fore- 


closure sale; the management, rental, 
maintenance, operation, or sale of 
properties acquired under foreclosure; 
and the physical inspection or ap- 
praisal of properties. 

“One of the most satisfactory stat- 
utes permitting limited qualification, 
from a lending institution’s point of 
view, is that of Arizona. This statute, 
however, should be expanded ex- 
pressly to cover out-of-state banks and 
insurance companies, should specifi- 
cally authorize each of the activities 
enumerated in the Tennessee statute 
discussed above, and should expressly 
exempt these activities from local 
taxes. 

“In the case of ‘doing business’ 
problems, just as in the case of fore- 
closure problems, federal legislation 
based on the commerce clause might 
likewise furnish a solution. In order 
that a different legal treatment should 
not result solely by reason of the di- 
versity of citizenship of the parties, 
the Supreme Court has held that liti- 
gants in the federal courts should be 
confined to the rights provided by the 
law of the state in which the Federal 








As St. Louis Progresses.... 
Sound and Safe Investments 
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Choice Mortgages For the Juvestor 
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Court sits. In applying this doctrine, 
the Supreme Court has required the 
federal courts to give effect to state 
statutes which deprive unlicensed for- 
eign corporations ‘doing business’ of 
the right to sue on contracts. This 
principle would not apply, however, 
to a federal statute validly based on 
a federal constitutional power such as 
the commerce clause, provided such 
legislation made clear that qualifica- 
tion was not required. 

“A bill (H.R. 4296) introduced by 
Abraham J. Multer in the House of 
Representatives on February 4, 1957, 
provides, among other things, for fed- 
eral incorporation of mutual savings 
banks. This proposed legislation raises 
the question generally as to whether 
state requirements for qualification 
to do business apply to federally char- 
tered institutions. What authorities 
there are support the proposition that 
Congress has power to provide that 
federally chartered institutions do not 
have to qualify to do business. 


“The foregoing discussion makes 
clear that, unless either state or fed- 
eral governments act to remove the 
burdens that obstruct the flow of mort- 


gage funds across state lines, wide 
areas of the nation cannot success- 
fully compete to secure a fair share 
of the mortgage funds available. States 
with slow and expensive foreclosure 
procedures should adopt supplemen- 
tary foreclosure legislation patterned 
after the Model Power of Sale Mort- 
gage Foreclosure Act. In other states, 
minor changes in procedure so as to 
bring about a reduction of costs—as, 
for example, of advertising prior to a 
foreclosure sale—may suffice. States 
having modern and inexpensive fore- 
closure procedures, but burdensome 
rights of redemption, should reduce 
the period of redemption for mort- 
gages on nonfarm properties, thereby 
achieving a competitive position with 
other states. Federal foreclosure legis- 
lation, based on the commerce clause, 
is an alternative which should receive 
serious consideration. 


“Doing business’ requirements 
and local taxes also obstruct the flow 
of mortgage funds. Modern legisla- 
tion along the lines of either the Ten- 
nessee or Arizona statutes, with the 
modifications suggested in this study, 
would solve the problem. In states 


Mortgage Investors 











— your best protection 





where local taxes alone create diffi- 
culties, state legislation limited to 
this subject may suffice. If federal 
foreclosure legislation were adopted, 
no problem based on ‘doing business’ 
locally would exist as to the federal 
courts; but such federal legislation 
would not meet the problem of local 
penalty and tax statutes legally per- 
missible under the commerce clause 
of the Federal Constitution. One of 
the incidental benefits of the acquisi- 
tion of a federal charter should be the 
elimination of state qualification re- 
quirements; and if Congress suffi- 
ciently indicates its intent, the elim- 
ination of burdensome local taxes.” 


>> FHA BORROWERS: Median 
annual income of those who financed 
the purchase of a new home last year 
with an FHA mortgage is $6,054. 
New homes purchased in 1956 were 
larger and cost a little more than 
those of the preceding years. Although 
the number of rooms and bedrooms 
in the typical home remained the 
same, 5% and 3 respectively, the 
overall floor area increased from 1,022 
square feet in 1955 to 1,064 in 1956. 


TITLE INSURANCE 
safeguards Mortgage Investments 


Our policies are available to you in Arkansas, Delaware, District of 
Columbia, Florida, Georgia, Louisiana, Maryland, Mississippi, North 
Carolina, South Carolina, Tennessee, Texas, Utah, Virginia, West 
Virginia and in Puerto Rico. 


THE TITLE GUARANTEE COMPANY 


Home Office - TITLE BUILDING + BALTIMORE 2, MD. 


TELEPHONE: SARATOGA 7-3700 
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How the Changing Trends of Interest Rates Influence Life Companies in Their 


Purchase of Mortgage Loans 


By T. S. BURNETT 


~ 


President, Pacific Mutual Life Insurance Company 


N THE classical economic sense 
i there is no such thing as mortgage 
money. There is only money looking 
for hire at the highest rate of return 
consistent with safety. If we followed 
this statement strictly we would have 
to conclude that there is no such thing 
as a mortgage market. Practical eco- 
nomics tells us that this is not true. 
The mortgage market and mortgage 
rates are not, however, an entity unto 
and this we must under- 
market and 


themselves 

stand. The mortgage 
mortgage rates are a segment of the 
money market. To go celestial, we 
might describe the money market as 
the lode star and the mortgage market 
as a satellite. The mortgage market 
does not influence the conduct or be- 
havior of the money market but there 
is where it takes its cue. The same is 
true of the bond market and the stock 
market. The money market per se 
is a composite of all the different 
demands for money. It is the corner- 
stone of a free market and free enter- 
prise. It is one of the most distin- 
guishing characteristics between free 
enterprise and communism—statism 

or any other isms. Again, in a classical 
sense, it is the focal point of supply 
and demand as it relates to all eco- 
because it permits 


nomic activity 


evaluation at the point of exchange. 


Time was when mortgage loans were originated 

and sold under conditions not too much influenced by 

the general money market, but that day has passed. Now 
mortgages are an integral part of the whole credit system and 
subject to the same influences which affect other investments. Mr. 
Burnett, whose principal experience was in mortgage invest- 
ment prior to becoming head of Pacific Mutual, evaluates 

these influences and the part each one plays. He re- 

cently spoke at the annual Convention of the 


The whole subject of economics is 
filled with inconsistencies, uncertain- 
ties, greed and human frailty, and 
right in the middle lies the money 
market, constricted by pressures, local, 
national and international. In_ this 
we find ourselves bound by forces be- 
yond us, forces that make us rely on 
agility and brains to succeed. 

The money market and 
rates influence the behavior and con- 
duct of people both practically and 
psychologically and a life insurance 
company being a “corporate sole” be- 
haves in just the same manner you 
would expect it to, having in mind 
the natural characteristics of the busi- 


interest 


ness. These are: 

>> The interest assumption implicit 
in the business. 

>> The long-term character of our 
contracts. 

>> The need for a balanced cash flow. 
>> The fact that our profit is interest! 

Now let’s get down to the basic 
essentials: 

High interest rates today are prin- 
cipally the result of “tight money”— 
so the influence of interest rates, either 
high or low, is the result of tight or 
easy money. I can simplify matters 
somewhat by discussing only the in- 
fluence of high rates because the influ- 
ence of low rates is exactly the op- 


posite. That being the case, when we 
discuss one you can draw your con- 
clusions for the other. 

The mortgage rate—the mortgage 
market is more ponderous. It does not 
move with the flexibility of long term 
rates in the securities market. What 
results when we encounter an ad- 
vancing interest rate: 
>»? A quick shift in emphasis to in- 
vestment in securities, both market 
issues and direct placements, where 
interest rates are more sensitive. 
>> Being more sensitive, rates for cor- 
porate financing tend to move up 
more rapidly—which, in a period of 
high demand, develop more favorable 
opportunities. 
>> Custom permits stronger call and 
prepayment privileges in the bond 
market—you can “lock in” advan- 
tageous yields. 
>> There is frequent opportunity to 
space disbursements in order to meet 
cash flow with substantial stand-by 
fees for the commitment period. 

Meanwhile, what is going on in the 
mortgage department? Let me try 
to paint the picture. 

The mortgage rate being more pon- 
derous, as I have said, takes a little 
implementing. Because the conduct 
of the business encompasses numeri- 





T. S. Burnett 


California Mortgage Bankers Association. 
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cally such a large number of individ- 
ual transactions — edict or arbitrary 
action is initially resorted to rather 
than negotiation—to make the desired 
correction. If a tight money market 
continues, mortgage rates tend to be 
inched up gradually. What results: 


>> The range in rate between differ- 
ent size loans and different classes of 
property tends to narrow—with the 
minimum rate approaching the maxi- 
mum rate. 


>> Geographic differentiation in rate 
tends to level out. 


>> A lessening of competition with 
the interest differential between the 
more conservative bank and insurance 
loans and the savings and loan com- 
panies, at least temporarily, narrowed 


down. 
>> Now comes negotiation and 
tougher terms all the way ‘round. 


High rate carries with it a desire, and 
a natural one, to “lock in” the rates 
by more restrictive prepayment pen- 
alties and closed options. This is more 
workable in commercial or income 
type properties. Single family resi- 
dence loans present a problem of their 
own because of social conscience. 

>> Less free service to borrowers and 
applicants, both in connection with 
origination and servicing of loans. 





Eastern Representative 
ELEFORD & RUTGERS, INC. 
BArclay 7-8414 


253 Broadway New York 7, N. Y. 





>> High interest rates inevitably call 
for increased selectivity both in loan 
amount and property standards. 


>> Re-evaluation of appraisal tech- 
nique now comes into the picture. As 
interest rates increase they carry with 
them the necessity of a change in the 
capitalization rates of income prop- 
erties used in appraisals. As money 
becomes tighter a buyer will no longer 
pay the same gross dollar amount for 
a given income stream. No justifica- 
tion exists for continuing the same 
capitalization rate employed during 


the time prime real estate loans would 
bring only 4+ per cent as against the 
current figure of 5 per cent-5¥2 per 
cent. 

This means lower appraisals, lower 
loan amounts, and perhaps a fore- 
runner of a down trend in the price 
of real estate. 

Now let’s take a look at what hap- 
pens to investment policy during the 
process we have been exploring. Here 
are some of the considerations that 
come into play: 


>> There is a revaluation of the rela- 


Why the Mortgage Business Has 
Been Good the Past 10 Years 


An insight into the great growth of 
home ownership in the United States 
in recent years and its wide diffusion 
among the population is provided by 
the Federal Reserve System in a spe- 
cial survey made in connection with 
its monumental study of consumer in- 
stallment credit. 

Outstanding in this record of ac- 
complishment by the American econ- 
omy is the increase in the number and 
proportion of home owners among 
household groups, notably wage and 
salary workers in both industry and 
trade, whose earning power and fi- 
nancial status precluded home owner- 
ship in the past. 

The ability of millions of house- 
holds in these groups to move from 
renters to home owners reflects the 
rising personal income levels, increased 
stability of employment, expansion of 
job opportunities, and availability of 
mortgage financing which have char- 
acterized the country’s economic prog- 
ress over the past decade and a half. 
The growth of savings in life insur- 
ance and other thrift institutions in 
this period have provided tens of bil- 
lions of dollars of mortgage funds to 
help meet the nation’s housing needs. 
Right now, for example, the life com- 
panies alone have about $24 billion of 
policyholders’ funds invested in mort- 
gages on homes, predominantly on 
one-to-four family residences. 

Three out of every five households 
now own a home of their own. This 
is a record high in both number and 
proportion. Before the late Forties, 


the number of home owners never 
represented as much as half the non- 
farm households in the United States 
as far back as records are available. 

Married couples represent three out 
of every four households in the na- 
tion, and they are equally dominant 
in home ownership. Two out of every 
three of these families own their own 
home, and they have likewise been 
the biggest home buyers in the last 
few years. At the same time, two out 
of every five households made up of 
single persons or unrelated individuals 
are also home owners. In the latte 
group of households, only those classi- 
fied as headed by a man show a pre- 
dominant proportion of renters. 

It is natural to find home owner- 
ship increasing with income, with the 
highest proportion, more than 8 out 
of every 10 households, found in the 
$10,000 and over income bracket. The 
figures show, however, that half ot 
the households in the income group 
of $3,000 a year and under own their 
own homes. This group includes a 
large number of elderly householders 
who continue to own homes acquired 
earlier when their incomes were 
larger, but an appreciable number 
were also recent buyers. Home owner- 
ship in many of these cases is a symbol 
of financial independence enjoyed by 
millions of older persons, aided by the 
growth of pension and retirement 
funds and expanded ownership of life 
insurance and other savings. 

Nearly three out of every five house- 

(Continued on page 49) 
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tive size of mortgage portfolio to total 
assets. Interest rates really determine 
the size of the mortgage loan account. 
rhe gap or relative differential in net 
yield between acceptable securities 
and mortgage loans will control in a 
large measure the amount of money 
management is willing to allocate to 
mortgage investment—with allowance, 
of course, for prudent diversification 
of investment. 

>> Things begin to happen to the 
diversification by type of property in 
the loan account. It becomes rela- 
tively easy to obtain loans on income 
type properties at top rates—particu- 
larly with the tax structure we have 
today. It is sometimes more difficult 
to get the equivalent rate in single 
dwelling residence properties. In the 
latter category there appears a notice- 
able lag in the thinking of the indi- 
and many of the 
institutions imme- 


vidual borrower 
smaller financial 
diately concerned. The general public 
apparently has a fixed notion about 
interest rates, just as it has about rents. 
For years rents on apartments have 
lagged behind the general price level. 
The only reason I can see for it is that 
the renting public has been slow to 
accept higher rents as a reality. The 
same inertia is evident in many areas 
in single family residence loans in so 
far as mortgage rates are concerned. 
>> Tendency is for the average size 
loan to continue upwards because of 
the covered, 
which means with 
consequent contribution to net yield. 


some of reasons just 


lower unit costs 


>> Conventional loans regain lost 
popularity in a market such as we 
have been discussing. This results in 
accepted changes in attitude on the 
part of management toward the per- 
centage of guaranteed and insured 
loans that it had felt should be main- 
tained. It also places more of a pre- 
mium on experienced conventional 
loan personnel. 


DIRECTORY OF AMERICAN 
SAVINGS & LOAN ASSOCIATIONS 


1957 ISSUE 


Only complete directory of Savings and Loan Associa 
tions covering all 48 states and the District of Colum 
bia. Over 6400 entries. More than 2000 dividend rates. 
Listings alphabetically by State and City. name of As 
sociation, location, key officials, assets, memberships in 
Federal agencies 265 page cloth bound volume $25 
postpaid. Sample pages on request 


T. K. SANDERSON ORGANIZATION 
Directory Publishers 
200 E. 25th St. Annex Baltimore 18, Md. 
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>> Advance commitment liability 
comes more into play for two reasons. 
First, to adjust disbursements to ex- 
pected cash flow, and second, to pre- 
serve the advantage of current rates, 
often with some stand-by fees), in 
the future when conditions may not 
support them. 

>> Volume often trends down as 
funds are absorbed by attractive in- 
vestment outside of the mortgage loan 
field. 

>> High interest rates tend to slow 
down payoffs (particularly of low rate 
loans) and thereby lessen funds avail- 
able for reinvestment—I might say, 
much to the anguish of management. 
>> A well-run insurance company 
interest rates notwithstanding) will 
not lose sight of the necessity of keep- 
ing its pipe lines open so that the cus- 
tomer contact of its correspondent or 
branch office operation, as the case 
may be, can be maintained. 

>> Rewards in the way of net yields 
from the mortgage account can be 
very substantial, depending on how 
alert and vigorous management has 
been in implementing mortgage policy. 


5% Made a Difference 
in Amount FHA Money 


Increased availability of funds for 
FHA mortgages since the establish- 
ment of the 5 per cent interest rate in 
December is reported in NAREB’s 
mortgage market survey covering 255 
communities. 

By March, according to the report, 
FHA-insured mortgages bearing the 
new interest rate of 5 per cent “were 
demonstrating an ability to attract 
investors.” 

“Availability of money increased, 
and discounts declined. Prices of 97 
or 98 were widely quoted, as com- 
pared to 96, 95, and lower in the pre- 
vious quarter. In some communities, 
sales at 99 became prevalent, and in 
a few instances a par market was re- 
ported.” 

Meanwhile, the market for home 
mortgages guaranteed by VA at the 
current rate of 4% per cent interest, 
“deteriorated further as sources of 
loan money dwindled,” and “individ- 
uals shied away from selling houses 
to veteran buyers because the 4/2 per 


dunbar 


designed 


for Sound Mortgage 


INVESTMENT 


Sound architecture... proven design... 


and enthusiastic 


public acceptance create unusually fine investment qualities 
for Dunbar-design Homes. 37 spacious, contemporary models, 
all exceeding 904 sq. ft., factory built in Toledo for midwestern 
builders. A sound mortgage investment potential for you. 


Write our Mortgage Fi- 
nance Director, Mr. W. 
G. Hodupp, for illustra- 
ted brochure. 


DUNBAR INDUSTRIES, INC. + 3810 UPTON AVE. + TOLEDO 13, OHIO 











cent mortgages could be disposed of 
at only a 7, 8, or 9 point discount.” 

With respect to conventional home 
mortgages, the study found that “the 
interest rate has stabilized over the 
past few months, and the supply of 
funds flowing into this market has 
improved.” However, because of a 
forecast that corporations will be in 
the money market for more than $8 
billion of new financing this year, no 
“material lowering of the interest rate 
or further easing of funds” was fore- 
cast. 

The degree of improvement in the 
supply of loan money for FHA-in- 
sured loans is shown clearly in a com- 
parison of conditions existing in Sep- 
tember, 1956 (the last date on which 
a survey at the 44 per cent interest 
rate was made) and in March, 1957. 
The availability of loan money on 
new houses was described as “tight” 
in 54 per cent of the areas surveyed 
in September. A similar report was 
made on existing homes by 62 per 
cent of the reporters. In March, com- 
parable figures were 42 and 54 per 
cent. In September, a “moderate” 
supply of loan money for new houses 
prevailed in 38 per cent of the coun- 
try, and in 32 per cent for existing 
houses. By March, this condition was 
found true in 44 per cent of the areas 
surveyed with respect to new houses 
and in 38 per cent for existing houses. 





We maintain 


an active market in 


Federal National 
Mortgage Association 
Common Stock 


Inquiries invited for the purchase 
or sale in large or small amounts 


CUTTER, PLUMMER 
& BENNETT 
State & Municipal Bonds 


30 Broad Street New York 4, N. Y. 


Telephone WHitehall 4-6420 
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Discounts on FHA-insured mort- 
gages on new homes were found in 
March to be of three points or less in 
57 per cent of the nation, and over 
three through five points in 24 per 
cent. Par sales were indicated by 6 
per cent of the reporters. On existing 
houses, discounts of three points or 
less were reported by 38 per cent of 
the communities, and over three 
through five by 36 per cent. Par sales 
prevailed in 5 per cent of the areas 
covered. 

As of March, VA-guaranteed loans 
with a 26 to 30-year term (57 per 
cent of all GI loans made in 1956) 
failed to attract loan money in 70 per 
cent of the nation when coupled with 
a down payment of 10 per cent or 
less, and drew a similarly negative 
response in 65 per cent of the country 
even when linked with a down pay- 
ment of over 10 per cent. 

Twenty-five-year GI loans (which 
accounted for 37 per cent of all VA- 
guaranteed mortgages in 1956) were 
unavailable in 52 per cent of the com- 
munities surveyed when supported by 
a down payment of less than 10 per 


cent, and were in a like condition in 
43 per cent of the areas covered when 
backed by a down payment of more 
than 10 per cent. 

The most available GI loans—al- 
though they made up only 6 per cent 
of all VA loans in 1956—are those 
with a term of less than 25 years. 
When coupled with a down payment 
under 10 per cent, loans of this type 
lacked funds in 44 per cent of the 
nation. And when the down payment 
was more than 10 per cent, they still 
lacked takers in 33 per cent of the 
survey. 

When available, GI loans were 
costly. 

“Discounts of from 6 to 10 points 
are widespread. Prices of 95 or lower 
and ranges between 91 and 95 are 
reported for all classes of loans. As 
expected, the shorter-term, larger- 
down-payment mortgage commands a 
higher price, but this part of the VA 
market has always represented an in- 
significant percentage of the total.” 

As in 1956, the survey found, “the 
broad diversity of mortgage loan con- 
ditions, dependent upon quality of 
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ABSTRACT & TITLE GUARANTY CO. 


735 GRISWOLD =: 


DETROIT 26, MICHIGAN 





THE MORTGAGE BANKER « June 1957 75 








structure and neighborhood” contin- 
ues as the dominant market tone. 


“While 


resources 1S 


the supply of 
reported for a 


easing in 
credit 
significant number of communities, it 
is primarily for loans on new or well- 
located properties. It is generally con- 
high credit 
offered 


borrowers of 
the 
at interest rates providing a yield sub- 


fined to 


standing, and funds are 
stantially above that of recent years. 
In some places conventional mort- 
gages of longer maturity and with a 
higher ratio of loan to value than was 
customary previously are being nego- 
tiated. This is concentrated in what 


might be termed the ‘more conveni- 


ent’ money areas.” 


Reporting that the supply of mort- 


money for conventional loans on 


new houses and on existing ones in 
good neighborhoods has improved in 
recent weeks, the study says that for 
new homes availability was described 
the 


areas, and as “moderate” for 43 pet 


as “ample” for 41 per cent of 


cent. In December, 1956, the corre- 
sponding proportions were 20 and 51 
per cent 

The supply of resources for used 
houses in good neighborhoods is 
“ample” in 34 per cent of the nation, 


and “moderate” in 45 per cent. 


The accessibility of money for con- 
ventional loans with quality security 


did not vary materially from one 
region to another 
According to the report, “the in- 


terest rate for conventional mortgages 
on new houses and on existing ones in 
good neighborhoods was most fre- 
quently 54 per cent.” For new houses, 
reporters in 47 per cent of the areas 
surveyed quoted that charge, and 37 
per cent listed it for existing structures 
areas. A 6 


rate was prevalent in 


in well-maintained per 


cent interest 


many cities, however, even where a 
new or choice-location used property 


served as security. 


Urban Renewal Bogged 
By Present Policies 


loday’s federal housing policy can- 


not serve today’s cities because it is 


“crippled by contradictions” and 
“transfixed by a fear psychosis that is 
offsetting all 


dynamic 


other factors 


Architec- 


currently 


favoring action,” 
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tural Forum says. It adds that, as a 
result, “urban renewal is dragging at 
so slow a pace that some planners are 
already 
pace with growth of new blight.” 


despairing of even keeping 


This “paralysis is the result of leg- 
and regulation which have 
added and subtracted in such 
profusion and confusion that today 
the officials of HHFA 
constituents aren’t sure what they can 
do and what they can’t. As a conse- 
quence, they usually can’t.” 


islation 
been 


even and its 


Throughout its evolution, the maga- 
zine says, the federal housing program 
has simply taken on each new crisis as 
it came, gearing itself to that crisis. 
Today, “instead of a sound, well-knit 
body of housing legislation and a func- 
tional administrative organization, 
there is littke more than the odds and 
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| FLEXIBLE INTEREST RATES 
CAN BEST BE SECURED ON = 
CONVENTIONAL MORTGAGE LOANS 


Thirty-five years experience representing institutional investors in 
CONVENTIONAL mortgage loan investments qualifies us to produce 
and service such investments to the satisfaction of any investor. 


The rapid growth of our Dallas lending area enables us to offer our 
experience and services to an additional investor in residential and 


commercial CONVENTIONAL loans. 


W. A. McKINLEY COMPANY 


and 


McKINLEY MORTGAGE CORPORATION 
505 N. Ervay St., Dallas 1, Texas 


ends of crisis-inspired programs, held 
together by a few inadequately spliced 
lines of command.” 

It charges that public housing as a 
means of providing rental housing for 
low-income families is “stagnating.” 

“Without administration 
and with strong opposition from vocal 
builder and real estate groups, public 
housing isn’t likely to get very far 
unless there is a big change in how 
it is handled.” In the past fiscal 
year only 7,202 of an authorized 35,- 
000 units of public housing were 
built. This year’s pace is even slower. 

“Public housing is perhaps the best 
example of a rental program that has 
been crippled by federal lassitude and 
private sniping. Today, public hous- 
ing in its present form is considered 
a political and social liability.” 


backing, 
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...for happier purchasers, “stay-put” home owners! 


Where is the first place Mrs. Prospective Home 
Buyer heads when visiting a model home? 
Chances are, she beelines for the kitchen. Why? 
Because she has her heart set on having the 
kitchen of her dreams and because the kitchen is 
usually the one room that most influences her 
decision to buy. This, more than any other, is 
“her” room and it must include more working 
space, storage space and living space pilus years- 
ahead convenience features—if she is to be sold 
and stay sold. 


New Frigidaire “Sheer Look” design, in free- 
standing and built-in kitchen and laundry appli- 
ances, is her assurance (and yours) of a 
color-bright, beauty-right kitchen that will de- 
light her heart for years—and retain the market- 
ability of the home. 


REFRIGERATORS © ELECTRIC RANGES © BUILT-IN COOKING TOPS 
© WALL OVENS © FOLD-BACK SURFACE UNITS © DISHWASHERS © 
FOOD FREEZERS © ELECTRIC WATER HEATERS © ELECTRIC ORVERS 
© AUTOMATIC WASHERS © FULL-HOME AIR CONDITIONERS @ 
GAS & OIL FURNACES © ROOM CONDITIONERS © DISPOSERS 


To make every corner pay dividends—incorpo- 
rate all-new Frigidaire built-ins and matching 
squared-up free-standing major home appliances 
that fit flush with standard wood or steel 
cabinets available anywhere. 


Financed under a real estate mortgage . . . or 
otherwise—Frigidaire “Sheer Look” appliances 
with built-in, blend-in styling—make for happier 
purchasers, more “stay-put” home owners. 


For more information on the sheer sales appeal 
of Frigidaire “Sheer Look” Appliances and the 
complete line of Frigidaire gas and oil furnaces 
and air conditioning units for “stay-sold” Full- 
Home Comfort, write or call your nearest 
Frigidaire Sales Corporation Headquarters, 
Distributor’s Office, or Dealer. 
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creates a 
BUYERS MARKET 


Purchasers are more selective— 
Quality is examined more closely. 


In mortgage investments title insurance is a 
measure of quality ... Mortgages supported by 
title insurance are more attractive 
investments—and .. . 

Mortgages with Lawyers Title policies evidencing 
titles and insuring against loss are the 

most desirable real estate securities. 


Investors in mortgages know... 


THERE IS NO BETTER TITLE INSURANCE 
THAN A POLICY ISSUED BY 


lawyers Title Jnsurance (Orporation 
Home Office ~ Richmond . Virginia 


TITLES INSURED THROUGHOUT 43 STATES, THE DISTRICT OF COLUMBIA, PUERTO RICO, 
HAWAIl AND THE PROVINCES OF ONTARIO AND QUEBEC, CANADA 


NATIONAL TITLE DIVISION OFFICES: CHICAGO AND NEW YORK 
BRANCH OFFICES IN: 


Akron, O. Dallas, Tex. Miami, Fia. 

Albany, Ga. Dayton, O. Mount Clemens, Mich. Roanoke, Va. 
Atlanta, Ga. Decatur, Ga. Newark, N. J. Savannah, Ga. 
Augusta, Ga. Detroit, Mich. New Orleans, La. Springfield, Ill. 
Birmingham, Ala. Flint, Mich. Newport News, Va. Toms River, N. J. 
Camden, N. J. Freehold, N. J. New York, N. Y. Washington, D. C. 
Cincinnati, O. Grand Rapids, Mich. Norfolk, Va. White Plains, N. Y. 
Cleveland, O. Macon, Ga. Pittsburgh, Pa. Wilmington, Del. 
Columbus, Ga. Mansfield, O. Pontiac, Mich. Winston-Salem, N. C. 
Columbus, O. Marietta, Ga. Richmond, Va. Winter Haven, Fla. 


REPRESENTED BY LOCAL TITLE COMPANIES IN MORE THAN 200 OTHER CITIES 
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7 Why We Have Big Government 
and Why It Will Remain Big 


Since the opening shots were fired in the present Battle of the Budget, a great many taxpayers 
are discovering for the first time just how big the federal government has become and the 


countless ramifications of its operation—and, seemingly, don’t like what they see. But it 
has been going on for a long time, this expansion of federal activities, this constant take-over 


by Washington of spheres of operation once reserved for its citizens. So, with no intent 
to dampen anyone’s zeal for cutting the budget, it is well to examine the activities 


which have become government’s responsibility, determine how they came about—and pre- 
cisely which ones we would want to change. Dr. Slichter believes that, over-all, we are 


getting value received for our tax dollars—but he has several pretty important reserva- 


tions. 


respected economists. 


. government is not merely an 
expense—it is a service-render- 
ing organization that repays its costs 
many-fold in the services that it gives. 
In a dynamic society the demand for 
services from the government is con- 
stantly growing—not only the demand 
for the services of 
the 


sort, 


traditional 
the de- 
for 


but 
mand new 
kinds of 
In such 


it is likely to be 


services. 
a society 
wise to spend 


more, not less on 
the government. 


the 





Sumner H. Slichter To many, 
expansion of gov- 
ernment activities is a cause for alarm. 
Chey fear that the expanding activi- 
ties of the government will imperil our 
political liberties by making the popu- 
lation unduly subject to influence by 
the holders of public office and they 
fear the effects of the growing costs 
of government upon our economy. 

Behind the expanding activities of 
the government are many influences. 
In an age of science and machine 
industry, the 
functions of enforcing law and order, 


health and 


ancient governmental 


promoting and safety, 


By SUMNER H. SLICHTER 


regulating trade find new applications 
and take on new forms. Many of the 
things that the government did not 
do in days gone by simply reflected 
the fact that people were too ignorant 
of the causes of disease to demand 
protection, or that science and tech- 
nology were not sufficiently advanced 
to provide tests or standards for the 
law to apply. Nearly all of the im- 
portant work of the government in 
the field of public health 
of the quality of the water supply, its 
rules governing ventilation and the 
installation of plumbing, its require- 
ments for vaccination, its pure food 
and drug legislation, its inspection of 
seeds and plants) simply means that 
the government 
knowledge to perform ancient func- 


its control 


is led by scientific 
tions more adequately. 

Such developments as the Sherman 
Act, the Securities and Exchange 
Commission, the Federal Trade Com- 
mission, the National Labor Relations 
Board, the Civilian Aeronautics Board, 
and many other administrative or 
quasi-judicial boards and commissions, 
both state and Federal, represent the 
application of the ancient function of 
regulating trade under modern con- 
ditions. Some of 
stand overhauling and streamlining: 


these bodies could 


He is the Lamont University Professor at Harvard and one of the country’s most 


some of their procedures are cumber- 
some and are full of featherbedding 
legal rules. All of them, however, are 
simply performing the ancient gov- 
ernmental functions. 

Particularly significant is the ex- 
pansion of the government into new 
fields, that has been going on for a 
little more than a century and par- 
ticularly during the last 20 or 30 
years. Seven new areas of govern- 
ment activity are particularly signifi- 


cant. 
>> The first of these is education. 
The government now offers tuition- 


free education, or almost tuition-free 
education, not only at the elementary 
but at the high school, 
school level. 


’ 


school leve}, 
college, and_ technical 
Until a little more than a century ago, 
education was regarded as necessary 
for only a few professional and busi- 
ness people and was in the hands of 
private charitable or religious organi- 
zations. The idea that the government 
should make some education freely 
available to everyone (and even com- 
pel attendance) aroused a great bat- 
tle. It was regarded as unfair to tax 
some people to pay the cost of edu- 
cating other people’s children. Today 
no one questions the principle of free 
education, but skepticism crops up 
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now and then concerning how much 
it is wise to invest in the education 
of our children. No expenditure yields 
a better return, though the quality of 
the schools leaves much to be desired. 


>> A second relatively new major ac- 
tivity of the government is financing 
the acquisition of knowledge the 
support of research. For several gener- 
ations the government has supported 
research, at small scale. 
Research in the state universities and 


least on a 


in the agricultural experiment stations 
furnishes examples. Under the in- 
fluence of the Second World War and 
the cold war, Government outlays on 
research expanded from about $360 
million in 1941 to over $2.7 billion in 
1955 


penditures, public or private, do as 


an eight-fold increase. Few ex- 
much to raise the future productivity 
of the economy as do these outlays on 


research. 


>> A third new major activity of the 
government has been the providing 
of information and technical help to 
business in general and to enterprises 
in many special lines of business. The 
the 
government are an example of aid to 


invaluable statistical services of 


business in general, but additional 
amounts spent on improving and en- 
larging these statistical services would 
pay for themselves many times over. 


>> A fourth important recent devel- 
opment in the activities of the govern- 
ment has been the lending of money 
the 
of loans 


and insurance and guaranteeing 
The Great | Jepression of the 
thirties was a major influence in push- 
ing the government into the lending 
business. The government has recently 


withdrawn in considerable measure 
from some of its lending opertions, 


but it continues to grow in importance 
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as an insurer or guarantor of mort- 
gages in the housing field. The reasons 
behind this expansion appear to be a 
mixture of political and economic. 
The influence of pressure groups has 
been important, but experience seems 
to indicate that the government can 
take risks and make a profit at rates 
that private underwriters find unat- 
tractive. 

>> A fifth important new activity of 
the government is the support of mar- 
kets—a development which is almost 
completely bad. The ridiculous sup- 
port of the silver market goes back 
some years. Now, under pressure from 
western metal mines, the government 
is being pushed into buying various 
metals in excess of the needs of the 
strategic stockpile. But by far the larg- 
est support operation of all is that 
represented by the government’s sup- 
port of the prices of farm products. 
It is difficult to imagine a more un- 
justifiable use of the taxpayers’ money. 
[The price-support program made 
some sense during the war when there 
was need to stimulate farm produc- 
Today the price-market pro- 
gram is than 
highly wasteful because it encourages 


tion. 
worse useless it is 
an excessive number of people to re- 
main in agriculture and it induces 
farmers to produce the wrong things. 

Americans do not want more cotton, 
rice, wheat, or peanuts—they want 
more meat, especially steaks. Although 
America is the richest nation in the 
world, it is still on a hamburger stand- 
ard of living. Americans would gladly 
double their consumption of steaks if 
they were available at moderate price. 
But that would require doubling the 
cattle population of the country. A 
program that aims to keep up the 


price of feed grains and also encour- 


ages the use of acreage for cotton 
raising instead of stock raising keeps 
up the price of meat and limits the 
number of cattle which farmers can 
profitably raise. Hence, the price- 
support program promotes the waste- 
ful use of agricultural resources. A 
well-designed agricultural program 
would help the southeastern states be- 
come a prosperous cattle-raising re- 
gion. 

>> A sixth major new activity of the 
government is the provision of eco- 
nomic security. The government has 
always operated poorhouses or poor 
farms and given at least meager aid 
to the destitute, but during the last 
several generations a revolution has 
occurred in thinking about the prob- 
lems of the needy. The idea has 
become generally accepted that a cer- 
tain minimum protection against im- 
portant economic hazards should be 
the right of everyone, regardless of 
his circumstances, and that it is the 
government’s duty to provide this min- 
imum of security. This protection 
takes the form of pensions for the old, 
unemployment compensation for the 
unemployed, and various special bene- 
fits for the blind, dependent children, 
widows, and the disabled. Adminis- 
trative difficulties have thus far pre- 
vented the government from assuring 
everyone a certain minimum of medi- 
cal care. Perhaps government insur- 
ance in this field will never be adopted 
in this country, but the government 
has been moving in the direction of 
encouraging private insurance 
schemes. 

>> A seventh major new activity of 
government is the assumption of con- 
siderable responsibility for economic 
growth and stability. Behind the as- 
sumption of this important new re- 


“For several generations the government 


has supported research 


Under the injflu- 


ence of the Second World War and the cold war, 


government outlays on research expanded from about 


$360 million in 


1941 to over $2.7 billion in 1955, an 


eight-fold increase. Few expenditures . . . do as much 


to raise the future productivity of the economy as 


do these outlays on research.” 











sponsibility was another great forward 
step in thinking. People began to ask 
whether it really necessary that 
the economy be subjected every now 
and then to contractions oF 
whether the rate of growth had to be 
left to chance. Thus, within the last 
25 years the people of the country 
have taken the step of 
deciding that they were not just going 
to let economic events happen—that 
they were going to have an economy 
that was stable and that had a satis- 
factory rate of growth. 


was 


severe 


momentous 


The broad demand for stability and 
for a satisfactory rate of growth has 
influenced both business and govern- 
ment. The response of business was 
most conspicuously manifested by the 
creation of the Committee for Eco- 
nomic Development, but concern for 
stability and growth has also found 
expression in the planning of innu- 
merabie individual managements. And 
with the whole country insistently de- 
manding stability and and 
ready to throw out of office any party 
that tolerated an appreciable amount 
of unemployment, the government 
could not escape making the promo- 
tion of stability and growth a major 
objective of public policy. 


erowth 


Much of the great contribution that 
the government is making to stability 
and growth, it must be confessed, has 
been the result of accident. For ex- 
ample, much of the government's im- 
portant contribution to stability comes 
from the fact that its spending is fat 
larger relative to private spending than 
before the Second World War. Since 
goverment expenditures are little af- 
fected by the cyclical movements of 
business, they tend to dampen the 
cyclical movements, and the larger 
the relative importance of govern- 


€é 


. . . with the whole country insistently 


demanding stability and growth and ready to 


throw out of office any party that tolerated an 


appreciable amount of unemployment, the govern- 


ment could not escape the promotion of stability 


and growth as a major objective of public 


policy.” 


ment outlays, the greater is their 
dampening effect. Likewise, the con- 
tribution of the tax system to stability 
is largely (though not exclusively) a 
matter of accident. Most of the gov- 
ernment’s revenues come from income 
taxes—corporate and personal. These 
taxes have a stabilizing effect because 
tax liability increases and decreases 
faster than incomes before taxes. Thus, 
the tax system reduces the fluctuations 
in income after taxes, and the stiffer 
the taxes, the greater as a rule is their 
stabilizing effect. But this is not the 
reason why we selected income taxes 
as the principal source of revenue or 
why we have made the tax rates 
pretty stiff. 


Nearly all of the activities of gov- 
ernment will continue to expand, and 
the government will continue to play 
a steadily increasing role in American 
civilization. This is inevitable in a 
progressive country in which the edu- 
cation of the people is improving, 
science and technology are advancing, 
production is growing, per capita in- 
come is rising, and population is in- 
creasing. The principal government 
activity that may be abandoned or 
severely curtailed is the ill-conceived 
and wasteful support of markets for 
farm products. The city people have 
been extraordinarily gullible, but it 
is inconceivable that they will indefi- 
nitely submit to paying large taxes for 
the purpose of keeping up the price 
of their food and of encouraging 
farmers to produce the wrong things. 
Possibly some day cuts in another big 
area of government activity—the sup- 
port of the huge military establish- 
ment—can occur. But before the mili- 
tary activities can be cut, a great 
transformation must occur in the 
Communist world, and no such trans- 


formation is in sight. 

All of the other activities of the 
government will continue to expand. 
The policing and regulating activities 
will grow partly because there are 
more and more kinds of activities and 
organizations that require policing and 
regulating, and partly because the 
growth of science and other technol- 
ogy is showing the need for more rules 
and providing the tests required in 
formulating and administering rules. 
As industry and population grow and 
per capita incomes rise, the task of 
administering our domain will become 
We can’t add 2,000,000 or 
more cars and 300,000 to 500,000 
more trucks and buses a year to the 
number already on our roads without 
steadily improving and extending our 
roads and_ providing larger 
parking areas. And if Americans are 
going to continue to take to the air in 
rapidly increasing numbers, the gov- 
ernment must provide more and bet- 
ter airfields, more extensive and better 
traffic controls, and better provisions 
for safety in flying. 


bigger. 


much 


The work week will gradually be- 
come shorter, and the habit of taking 
vacations is bound to grow as per cap- 
ita incomes rise. Today vacations av- 
erage only about one week per worker 
per year. And yet the recreation 
areas of the country, both those in or 
near cities and those in the mountains 
or forests or along the seashore, are 
severely overtaxed and are rapidly be- 
coming less and less adequate. The 
growth of water traffic and the in- 
crease in the size of barges is making 
many locks on inland waterways in- 
adequate. For example, a compre- 
hensive development scheme for the 
Ohio River is badly needed. As per 
capita incomes rise, the demand for 
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schooling, especially schooling beyond 
the elementary and high school level, 
will grow. At present only about 35 
per cent of persons 18 and 19 years 
of age and less than 13 per cent of 
persons 20 to 24 years of age are 
enrolled in school, so that changing 
customs and rising incomes may be 
expec ted to produce an enormous in- 
crease in the demand for high school 
training. Government- 
supported schools must be expected to 


and college 


meet a large part ol this need. 


Will the ever-growing demands that 
the community is making on the gov- 
ernment Shall 
we ruin ourselves by attempting to do 
afford 


wreck the country 


too much too soon? Can we 
simultaneously to support a huge ar- 
mament program, to provide a fairly 
high minimum of economic security 
to almost evervone, and, in addition, 
to provide substantial free services in 
education, 


the form of tuition-free 


many free services to veterans. to 


support the markets for many farm 
products, and to spend substantial 
amounts on building super-highways 


and on developing our natural re- 


sources ? 


a gallant ef- 
maintain a 


Britain, after making 
fort simultaneously to 
large military establishment and gen- 
erous welfare services, has just de- 
cided that it cannot do both. The 
expenditures that are to be drastic- 


ally cut are defense outlays: those 


that are to be kept are welfare ex- 
penditures. It is of interest that the 
decision to put welfare above defense 
was made, not by a Labor Govern- 
ment, but by a Conservative Govern- 
ment. Per capita output in the United 
States is roughly half again as large 
as in Britain. Nevertheless, 


Americans think that the rate of gov- 


many 
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ernment spending is overburdening 
Secretary Humphrey 
recently said: “We are just taking 
too much money out of the economy 
that you need to make jobs that you 
have to have as time goes on.” Mr. 
Humphrey added that if we don’t 
reduce expenditures, “I will predict 
that you will have a depression that 


our economy. 


will curl your hair.” 
The facts do not 
Humphrey’s view that the govern- 
industry from 


support Mr. 


ment is preventing 
building plants fast enough to provide 
the growing labor force with jobs. 
Today plant and equipment expendi- 
tures are at record-breaking highs 
in terms of constant purchasing 
power, one-third higher than in 1947, 
and 22 per cent higher than in 1950 

and jobs are being made fast 
enough to keep unemployment low 
and to produce a chronic shortage of 
labor in many occupations, especially 
in skilled and professional occupa- 
tions. 

But let us not be content with ana- 
lyzing the particular reasoning used 
by Secretary Humphrey and let us 
concentrate on the crucial question 
which is: “Are we perhaps attempt- 
ing to do too much and, if we are, 
what signs would tell us that we are 
The ailment 


, 


attempting too much?’ 
of attempting to do too much might 
itself with different 
symptoms which would 


express very 
symptoms 
not (in some cases could not) appear 
simultaneously. There are three such 
symptoms : 

>»? Chronic unemployment as a re- 
sult of such high tax rates that the 
spirit of enterprise is weakened and 
the volume of investment held down. 
>> A very slow increase in produc- 
tivity as a result of the fact that only 


ment into the lending business 


a very small amount of the national 
product is available for capital for- 
mation. 

>> A tendency for prices to outrun 
costs as a result of the necessity of 
financing an undue part of invest- 
ment or of government spending 
through bank credit. 

None of these three symptoms is 
present in the United States. Tax 
rates are very high, but even these 
high tax rates have not produced un- 
employment. In fact, employment is 
about as high relative to the labo 
force as one can expect it to be. 
There are several reasons for this 
high rate of employment. One is the 
fact that much of the money collected 
by the government is spent in ways 
that create investment opportunities. 
Another reason is the strong desire of 
business executives to make a good 
profits record. Let profits become a 
little harder to make and _ business 
executives try still harder to make 
a good profits record. In the language 
of technical economics, the demand 
for a good profits record in terms of 
time and effort is inelastic. 

The second symptom, a very slow 
increase in preductivity resulting from 
a low rate of capital formation, is not 
present. It is true that in 1956 the 
economy made a poor record in rais- 
ing productivity, but this was not due 
to a low rate of investment. Indeed, 
the rate of investment in 1956 was 
very high, and the poor productivity 
record may have been partly due to 
the disrupting effect of new installa- 
tions and to the fact that the “bugs” 
had not been eliminated from some 
new plants. In some measure I sus- 
pect that the poor productivity rec- 
ord was simply due to the fact that 
management in many plants failed to 


“The Great Depression of the Thirties 


was a major influence in pushing the govern- 


. it continues 


to grow in importance as an insurer and guarantor 
of mortgages in the housing field . . . experience 
seems to indicate that the government can 

take risks and make a profit that pri- 


vate underwriters find unattractive.” 











do a good job in training and super- 
vising labor. It should be noted, how- 
ever, that the proportion of the gross 
national product devoted to capital 
formation in recent years has been 
about the same as in prosperous pre- 
war years. In 1929, the peak of pre- 
war prosperity, 15.5 per cent of the 
gross national product was devoted to 
capital formation; in the four years 
1953 to 1956 inclusive the percentage 
14.7. 


Finally, 


was 
the third symptom of at- 
tempting too much, excessive reliance 
on credit to finance either investment 
or government spending, is not pres- 
ent. In 1956, the cash receipts of all 
governments in the United States ex- 
ceeded their cash expenditures by 
$4.0 billion. The total expansion of 
loans and investments) 
just about 


bank credit 
was only 2.7 per cent 
enough to permit prices to rise as 
fast as costs. There is no evidence 
that prices are rising ahead of costs 
and are pulling up costs. The evi- 
all the other way—that 
prices are being sluggishly adjusted 


dence is 


to slowly rising costs. 

One final observation the 
effect of expanding government ex- 
penditures on the economy. I have 
pointed out that in spite of the enor- 
mous increase in the nation’s output 
going into defense, the proportion 
going into capital formation is just 
about the same today as it was in 
1929. This means that the increased 
share has been 
achieved at the expense of consumers 

the share of the national 
product going into consumption in 
1956 was 64.6 per cent in comparison 
with 75.7 per cent in 1929. One 
might expect this drop in the con- 
sumers’ share to produce great un- 


about 


going to defense 


ross 


“A fifth new activity of the government 


is the support of markets—a development 


which is almost completely bad 


. .. by far the 


largest support operation of all is that represented by 


the government’s support of the prices of farm 


products . . 


rest, but it has not. Why has it not? 
There are, I think, three principal 
reasons, One (the most important) is 
that employment has been high and 
steady. The second is that there has 
an enormous increase in pay- 
ments to the neediest part of the 
population—various kinds of welfare 
payments such as pensions, unem- 
ployment insurance, old age assist- 
ance, and the like. These payments 
increased from 1.8 per cent of per- 
sonal incomes after taxes in 1929 to 
6.5 per cent in 1957. A third reason 
is that a larger proportion of the in- 
come after taxes generated by pri- 
vate business is going to labor than 
in 1929. In 1955, this proportion was 
71.0 per cent; in 1929 it was 57.1 per 
cent. The share of profits dropped 
from 11.1 per cent in 1929 to 7.0 per 
cent in 1955, and there was also a 
drop in other forms of income going 


been 


to property. 

Let me grant that the 
today is doing a good job of meeting 
the enormous demands made on it by 
defense, by the welfare programs, by 
business, by consumers, by the de- 
mands of special interests for sub- 
sidies. What about the future? I 
have indicated that the growth of 
population and industry, the advance 
in science, and the rise in per capita 
incomes will considerably increase the 

for 
economy 


economy 


demands services. 
Will the 
these growing demands without bad 


results ? 


government 


be able to meet 


The answer depends on large meas- 
ure upon what kind of increases in 
expenditures the people choose to 
have the government make and upon 
how effectively the government spends 
its money. 

As we take stock and look to the 


it is highly wasteful.’ 


future, the situation of the country 
seems to be roughly as follows: We 
pay high taxes and taxes that contain 
many inequities, but in spite of these 
taxes we have a high level of employ- 
ment and a_ high rate of investment 
mainly because for most of our tax 
dollars we get a big return. We can 
easily afford to spend large additional 
amounts on the government provided 
the dollars are used to expand and 
improve useful government services 
that help make people and enterprises 
more efficient and more secure. And 
in particular, it would be to our ad- 
vantage to make large increases in 
those types of government spending 
that raise the future productivity of 
the economy. We need, however, to 
take a fresh look at the government’s 
annual bill of $26 billion for gifts, 
grants, and subsidies, and to decide 
which of these grants we are willing 
to continue. In particular, we need 
to examine with care all proposals for 
additional subsidies and grants. Some 
of these proposals are, I think, sound 

particularly proposals for larger 
pensions and larger unemployment 
benefits—but the proposals for still 
larger handouts to veterans and farm- 
ers are quite lacking in merit. 

The conception of government that 
I have presented is radically different 
from the conception that underlies 
much of the current discussion about 
cutting the budget. It is wrong to 
regard the government merely or even 
primarily as an expense. It is a serv- 
ice-rendering organization. Its services 
are badly needed and are worth many 
times their cost. When it is proposed 
to spend either less or more on the 
government, the crucial question al- 
ways is: “How much less or more in 

(Continued on page 35) 
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Much Easier Money Is 


like 


world peopled by human 


business world is 


HE 


other 
beings in that it is subject to marked 


any 


changes in psychology or outlook. 


Sometimes these general moods, or 
changes in expectation, are based on 
occurring in 


they 


real changes which are 
the 


seem to develop quite independently, 


economy: but sometimes 
representing apparently unexplainable 


shifts in mass optimism or pessimism. 


During the past several months, 
there has developed one of these 
shifts—a sudden 

cautiousness, and 

depressing bear- 


ishness, spreading 
throughout the 
business and fi- 
nancial commu- 
nities. This recent 


trend seems to 





have developed 


Gordon McKinley about the time 

that Mr. Hoover 
and Mr. Humphrey warned that we 
were all in danger of having ow 
hair curled. Since then, more and 
more businessmen and economists 
have delivered ominous statements 


predicting various degrees of down- 


turn. To cite just two of these pre- 
di tions a well known economist 
and former bank officer’ recently 


stated that “an economic recession of 
rather sharp proportions is very pos- 
sible during 1957.” and a leading 
brokerage house has already referred 
to “the current business recession.” 


What is be- 
hind this cautious mood? Is it entirely 


Now, the question is: 


a matter of psychology, or are there 
the which 
future 


economy 
the 


real factors in 
make a 
probable 

Che 
a traditional pessimism, 
Whethe1 slump into 


bearishness is due to the weather, is 


recession in 


neal 


first quarter of the year is 


time for 
this seasonal 
a reaction from the glowing year-end 


forecasts, or is related to income tax 
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But there 
is no doubt that year after year, busi- 


payments, I do not know. 


nessmen seem to react in January, 
February, and March with something 
less than their usual cheery outlook. 

In addition to this seasonal mood, 


however, it must be admitted that 
thus far in 1957 there have been 
some real factors in the economy 


which provide at least a partial ex- 
In January, em- 
than for 
Construction 


cuse for pessimism. 
ployment fell 
that month. 
awards also took a nose-dive. 


usual 
contract 
Freight 


carloadings were down from a yeat 


more 


Automobile sales were not meas- 


ago. 

uring up to previous optimistic ex- 
pectations. The stock market was 
down sharply. Yields on debt secu- 
rities weakened markedly. Home 
building fell off still further. And 


there was growing talk of a coming 
reduction in steel output. 

I do not minimize these factors. 
The areas are all important forces in 
the economy, and only an inveterate 
optimist could claim at this point that 
there is no reason for doubt about 
the future. 

But there is never a time when all 
indexes of business activity are headed 
upward. Even in the strongest boom 
there are usually parts of the economy 
which are experiencing temporary ad- 
justments. In per- 
spective it is, therefore, usually a good 


order to retain 
idea to try to get as broad a view of 
the total economy as possible. 

I do not believe that 1957 will go 
down in the record books as a big 
Although 
consumers are and 
slowly but steadily increasing the vol- 
ume of their purchases, there is a 
notable lack of the buoyancy which 
characterized a year like 1955. 

This 


sumet 


consumer spending year. 


confident are 


restrained mood of the con- 
does not stem from a lack of 
Total consumer income after 
running at an annual 


$16 billion 


income. 
taxes Is 
rate of about $297 billion 


now 


above the rate a year ago. Nor do we 
have a problem with unemployment 
or falling wage rates. Although em- 
ployment fell more than seasonally in 
January, there has been a good re- 
covery since then, so that job oppor- 
tunities seem to be absorbing the full 
growth of the labor force. And wage 
rates are continuing their upward 
spiral. 

Despite these favorable conditions, 
retail are creeping 
ahead at a rather slow The 
explanation, I believe, lies partly in 
consumer resistance to rising prices, 
but more important is the fact that 
consumers have not yet recovered from 
the credit buying splurge of 1955. 
During 1955, consumer credit out- 
standing rose by $6 billion. In 1956, 
it rose only $3 billion, and this year 
I should not be surprised if the in- 


however, sales 


rate. 


crease were cut to not much more 
than $1 billion. I believe it will take 
consumers the rest of this year to 


put themselves in a favorable posi- 
tion creditwise. Largely because of 
this factor, consumer spending is likely 
to rise during 1957 by only + per cent, 
compared to a rise of 7 per cent in 
the boom year 1955. 

Although the general mood of con- 
sumers during the rest of this year 
is likely to be a restrained one, even 
a moderate increase in consumet 
spending can have an important effect 
on total output. Since consumers ac- 
count for almost two-thirds of all 
spending in the United States, a 4 
per cent rise in their purchases will 
mean an increase of $12 billion in 
the demand for goods and services. 
Business activity during 1957 will 
therefore be pulled upward by that 
amount because of the rise in con- 
sumer spending. 

There is no area of the economy 
which has given rise to more doubt 
and discussion in recent months than 
business spending on plant and equip- 


ment. It is not so much that business- 














men have already cut back on their 
capital programs as that they may do 
so in the future. During the past two 
years, the capital boom has provided 
the main driving force behind the 
economy. Now that there are some 
evidences of a slackening in the pace 
of this type of spending, it is natural 
that there should be speculation as to 
whether the economy can keep going 
without this dynamic force. 

It is true that evidences of a level- 
ing off in capital expenditures are 
multiplying. Heavy construction con- 
tract awards in the last half of 1956 
were not as high as in the first half, 
and in January and February of this 
year they declined still further. ‘And 


s Not Likely Very Soon 


By DR. GORDON W. McKINLEY 


capital appropriations by the 1,000 
largest manufacturing companies were 
14 per cent lower in the fourth 
quarter of 1956 than they had been 
in the fourth quarter of 1955. 

All of these factors indicate quite 
clearly that business capital spending 
will not advance as rapidly this year 
as in either 1955 or 1956. But I think 
the topping out in capital expenditures 
has been greatly overplayed. Even 
though businessmen expect to spend 
less in the last half of this year than 
in the first half, they still will spend 
at a higher rate than in any quarter 
in 1956. And I should not be at all 
surprised to see spending plans raised 
above current expectations as the year 


Easier money during the first quarter was, Dr. McKinley 


believes, a temporary development and we will continue to 


have restriction of credit for a while. In this analysis of the present 


status of the business boom, Dr. McKinley has this to say 


about the housing outlook: “I believe that housing starts for the 


full year of 1957 will be very close to an even 1,000,000. 1 am 


saying that we have about reached the end of the long 


decline and that later this year there may even be a mild 


recovery in residential construction. 


Our studies indicate 


that housing demand under what might be called normal 


conditions will average in the neighborhood of 1,100,000 a year 


until 1960.” Dr. McKinley is Prudential’s Director of Eco- 


nomic and Investment Research and projected these views for 


members of the Bond Club of New Jersey. 


progresses. Even though heavy con- 
struction contract awards were down 
in January and February, the March 
figures indicate a tremendous upward 
surge. Despite the fact that machine 
tool shipments are exceeding new or- 
ders, the industry still has a six 
months’ backlog at current produc- 
tion rates. All in all, the capital boom 
is far from dead. 

My own estimate is that the rate 
of capital spending at the end of the 
year will be at least as high as at 
present, which will mean a 1957 total 
about $5 billion above the 1956 figure. 
The economy as a whole will, there- 
fore, not be pulled down by this im- 
portant factor. 









a 
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Che inventory position of indiv idual 
industries and businesses differs so 
widely that it is difficult to generalize 
about this type of spending. It seems 
to me quite clear, however, that in- 
ventories in the economy as a whole 
do not constitute a danger at present. 
In fact, inventory-sales ratios in most 
true 


rising 


lines are unusually good. It is 


that automobile inventories are 
more rapidly than had been expected, 
are at least in a 


but here again we 


better position than in 1956. I be- 
lieve there is little doubt that auto- 
mobile output for this year can ex- 
ceed that in 1956 without running 


into a serious inventory problem. 


For the 
ventory spending is likely to continue 
at about current levels throughout the 


economy as a whole, in- 


year. Since, however, the current rate 
of spending is somewhat below last 
year, we must put this type of spend- 
down as a minus factor. Com- 
pared to 1956, 


will contribute about $1 billion less to 


Ing 


inventory purchases 


total business activity 


Another area which has contributed 


to current doubts about the business 


outlook is residential construction. 


The rate of housing starts in the 
United States has been declining more 
or less steadily for two full years. The 


peak rate was reached at the end of 
1954, when houses were being started 
at a seasonally adjusted annual rate 
of almost 1,500,000. By the end of 
1955, this rate had fallen to 1,200,000, 
and by the end of 1956 it was down 
to 1,000,000. In March, 1957, the 
rate reached a seven-year low of 880,- 
OOO starts. 


Faced with so steady and persistent 
a decline in the output of a major 
product, it is a little difficult for an 
economist to take the position that 
housing will not decline further. Yet 
that is the position I am going to 
take. I believe that housing starts for 
the full year 1957 will be very 
to an even 1,000,000. 


that we 


close 
In other words, 
[ am saying have about 
reached the end of 
that this 


even be a mild recovery in residential 


the long decline 


and later year there may 


construction. 


| base this conclusion on extensive 


studies which we have made over a 


number of years—studies designed to 
estimate the probable average demand 
the three 


studies indicate 


homes over next 


Our 


lor new 


or four years. 
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that housing demand under what 
might be called normal conditions 
will average in the neighborhood of 
1,100,000 a year until 1960. 

Now I realize that 1957 conditions 
are not normal in two major respects: 
1) Mortgage loans are difficult to 
get, and (2) the price of homes is 
reaching the point where it is quite 
literally pricing a good deal of the 


will provide at least a partial remedy 
to repair the legislative discrimination 
which has existed against housing. 
Housing starts under conventional 
loans, which reflect the free market 
rate, reached almost exactly the same 
total in the first three months of this 
year as in the comparable months of 
1956. 


As far as over-all business activity 


“1 do not believe that the general business and price 
outlook justifies a change in Federal Reserve policy 
toward one of positive ease. | believe business will 
move forward moderately but steadily over the rest 
of the year. Although some pressure for large price 
increases has abated the cost of living index will un- 
doubtedly be higher at the end of the year than it is 


now. 


move (to cut the budget) 


Although I am heartily in favor of such a 


in fact, sound fiscal policy 


makes such a move imperative when the economy is 


booming and prices are rising—as 


a hard-headed 


economist | must consider what is likely to occur 


rather than what should occur. 


l do not believe any 


substantial reduction in the budget is likely.” 


volume out of the market. These two 
conditions will prevent housing from 
reaching the 1,100,000 start level it 
might otherwise achieve this 
But I do not believe that they will 
drag housing for the full year below 
1,000,000 starts. 

The March rate of 880,000 starts 
does not yet fully reflect the rise in 
the FHA maximum contract rate, nor 
the lowering in the FHA down pay- 
ment minimum. 


year. 


The reason why housing has been 
particularly hard hit by the general 
funds is that the Federal 
Government, through the artificial 
maximums placed on FHA and VA 
contract has that the 
supply of money available for these 


scarcity of 


rates, ensured 
types of mortgages would be drasti- 
cally curtailed. Through these con- 
trols, it has lowered housing output 
just as effectively as had it frozen 
wages, or any other item of cost, in 
the building industry. Even though 
the new 5 per cent maximum on FHA 
mortgages is the free market 
rate, the recent increase in this rate 


below 


is concerned, housing is thus not likely 
to be a depressing factor over the re- 
mainder of this year, and might even 
contribute a mild upward push in 
late 1957. 

Almost 20 per cent of total pur- 
chases of goods and services in the 
U. S. today are made by some branch 
of government—federal, state, o1 
local. Even though government 
spending is thus an important factor 
in the business situation, it is worth 
noting that the growth of the economy 
in recent years has been due to an 
expansion in private demand rather 
than in government demand. In 1952, 
government spending accounted for 
25 per cent of gross national product. 
By mid-1956, the government pro- 
portion had fallen below 20 per cent. 
This relative decline was accounted 
for entirely by the Federal Govern- 
ment, since state and local expendi- 
tures have been rising throughout the 
postwar period. 

Federal Government spending in 
1957 is headed upward. The rise 
actually started in the last half of 


1956, but the rate of increase has 
moved even more sharply upward in 
recent months. Federal Government 
spending in the first quarter of this 
year has been running almost 10 
per cent higher than in the same 
months of 1956. And, of course, state 
and local government spending is still 
moving upward. 

We have heard a great deal lately 
about cutting the Eisenhower budget 
for the fiscal year beginning this July. 
Although I am heartily in favor of 
such a move—in fact, sound fiscal 
policy makes such a move imperative 
when the economy is booming and 
prices are rising—as a hard-headed 
economist I must consider what is 
likely to occur, rather than what I 
think should occur. 


No Budget Cut Likely 


I do not believe any substantial 
reduction in the budget is likely. 

It seems to me probable that Fed- 
eral Government purchases of goods 
and services in 1957 will amount to 
$3 billion more than in 1956, and 
that the trend will be steadily upward 
throughout the year. State and local 
government expenditures, which are 
now 70 per cent as large as Federal 
expenditures, will also rise by $3 bil- 
lion. Total government spending in 
1957 will thus provide $6 billion more 
impetus to business activity than in 
1956. 

Now, what does all this add up to 
in terms of gross national product for 
1957? I have estimated that in 1957 
business capital expenditures will total 
$5 billion above the 1956 rate; in- 
ventory buying will run about $1 bil- 
lion below last year; although the 
number of housing starts will be down 
somewhat from 1956, spending on 
homes will be very close to last year’s 
total; consumers, though in a re- 
strained mood, will nevertheless spend 
$12 billion more than last year; and 
government will increase its purchases 
by $6 billion. Adding together these 
different segments of the economy, 
total spending, and therefore total 
business activity, is likely to rise in 
1957 about $22 billion above the 
1956 total. 

The gross national product in 1956 
amounted to $412 billion. Adding the 
estimated increase of $22 billion in 
spending, my prediction for GNP in 
the full year 1957 is that it will come 


very close to $435 billion. This is not 
one of the most remarkable increases 
ever shown by our economy, but con- 
sidering the fact that we started the 
year with labor and resources virtu- 
ally fully employed it is a very satis- 
factory increase. It is an increase, in 
fact, sufficient to account for contin- 
ued pressure for further price rises. 

I realize the hazards of attempting 
to predict the future movement of 
interest rates, but I reason 
why I should not get out on a limb 
on this. My answer to this question 
is that the days of tight money are 
not over and that there will be no 
appreciable easing in the money mar- 
ket in the months ahead. Here are 
my reasons for this conclusion. 


see no 


>> First, the easing in the market at 
the beginning of this year was a tem- 
porary situation arising more from a 
miscalculation, or at least an over- 
cautiousness, on the part of the Fed- 
eral Reserve than from a deliberate 
change in credit control policy. The 
commercial banks had been held in 
a negative reserve position averaging 
about $300 million during the last 
half of 1956. That is, their borrow- 
ings at the Fed exceeded their excess 
reserves by about $300 million. In 
January of this year, however, they 
found themselves for a short period 
with positive free reserves for the first 
time since August, 1955. Under these 
circumstances, it is not surprising that 
sensitive security yields should have 
reflected the temporary easing in bank 
reserve positions. 

The important thing to note, how- 

ever, is that the Federal Reserve did 
not permit this condition to exist for 
very long. By mid-February the banks 
had once again been pushed into a 
$300-$400 million negative reserve po- 
sition. As might be expected, sensi- 
tive security yields ceased to fall and 
there has been some recovery since 
in many of the yield indexes. 
»> Second, the January decline in 
money rates certainly did not stem 
from a decline in the demand for 
funds. The volume of new security 
issues in January was, as a matter of 
fact, one of the heaviest ever ex- 
perienced. And this insistent demand 
for money has continued in the 
months since January. Public secu- 
rity offerings in the first quarter of 
1957 totaled about 75 per cent higher 
than in the first quarter of 1956. 


>> Third, if the experience of the 
life insurance industry can be taken 
as a general guide, there is no in- 
dication of a slackening in the need 
for capital funds, and no sign of a 
weakening in the rate structure. Ap- 
plications for loans far exceed the 
cash flow of the life companies, and 
the industry is committed for from 
six months to a year ahead. 


No Change in Fed Policy 

>> Finally, I do not believe that the 
general business and price outlook at 
present justifies a change in Federal 
Reserve policy toward one of positive 
ease. I have already indicated that 
I believe business will move forward 
moderately but steadily over the rest 
of the year. Although some pressure 
for large price increases has abated, 
the cost of living index will un- 
doubtedly be higher at the end of 
this year than it is now. Under these 
conditions, Federal Reserve policy 
should be one of moderate restraint. 
In order to keep up with the growth 
of the economy, the Federal Reserve 
will probably permit some increase in 
bank reserves. But I believe it will 
continue to hold the banks in a nega- 
tive reserve position, thus forcing the 
economy to depend largely on the 
growth of basic savings. 

If my analysis turns out to be cor- 
rect, the most reasonable estimate for 
interest rates over the remainder of 
this year is that they will flatten out 
at about the current level, and that 
minor movements above or below that 
level will be due technical 
conditions in the bond market than 
change in the 


more to 


to any fundamental 
credit situation. 


>> TAXES LEVIED: Before the end 
of fiscal year 1958, for which Con- 
gress is now appropriating funds, the 
present Administration will have col- 
lected more taxes than did the whole 
Truman Administration which, in 
its term, collected more than all other 
Administrations in history combined, 
the Chamber of Commerce of the 
United States reports. 

Early in the next calendar year, 
the present Administration, in a little 
more than five years of its existence, 
will surpass the tax collections of the 
entire Truman Administration which 
lasted 734 years. 


THE MORTGAGE BANKER «+ June 1957. 27 








Ff acing 


Up to the Facts of Selling 


Mortgages to Pension Funds 


eee seems to be considerable 
disagreement between lawmakers, 
builders, mortgage lenders, statisti- 
cians and economists as to whether we 
have a housing shortage or a housing 
surplus, or whether we are in a good 
housing balance There seems to be 
doubt as to the adequacy of mortgage 
funds to finance the housing needs of 
the nation this year. There is a wide 
variance in the efforts to convert fig- 
ures of the Bureau of Labor Statistics 
on population increase, marriages, 


household formations, etc., to actual 
housing requirements for 1957 and fu- 
ture vears. 


But 
ures which, when analyzed even in a 


there are certain facts and fig- 


lead to al- 
all stu- 


most elementary fashion, 


most identical conclusions by 


dents of our housing economy 


>> First, the population growth of 
nearly three million persons annually 
create a strong de- 


will continue to 


mand for houses for 


ahead It is 


many years 


not unreasonable to as- 
sume that almost a million additional 
homes will be needed each year with- 
out taking into consideration the de- 
mand for new homes due to replace- 


ment and obsolescence. 
>? Second. our 
lending, the restrictions imposed by 
the 
policies of thrift institutions and com- 


pattern of mortgage 


state or federal law, investment 


petition offered by other users of long 
term credit have all combined to con- 
vince the borrowing public that we 


have an inadequate supply of loan- 


able mortgage funds. 
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to mortgages and the obstacles 


What we will have to do 
to open this last remaining 
reservoir of saved funds 


that must be overcome 





>> Third, mortgage credit cannot be 
created out of thin air, but can only 
become available as wealth is built up 
and as savings are set aside for pur- 
poses of long term investment. 


>> Fourth, if private enterprise can- 
not find a sound way of supplying 
additional mortgage funds, then poli- 
ticians will lead us down an unsound 
trail in the effort to create credit by 
government edict. 

If the nation is annually in need of 
a million new houses (which assump- 
tion I will not debate) 
to me that we of the Mortgage Bank- 
ers Association have a_ responsibility 


then it seems 


to examine closely the other three 
premises on which these observations 
rest: namely, (1) the present pattern 
of lending mortgage 
credit than is currently available; (2) 
the thrifty must save a greater per- 
centage of their income than they are 
presently saving and (3) private en- 
terprise needs to find an additional 
funds for 


mortgage investment. 


demands more 


major source of suitable 

The answer to most of today’s home 
mortgage questions must come from 
the solution of the problems in each 
of those three categories. 

What has the pattern of mortgage 
lending done to the supply of funds? 
At the end of the war we had large 
This 
backlog was primarily due to restric- 
building, rationing, and 
other controls designed by the govern- 
ment to marshall financial and 
other resources in a manner most 


reservoirs of loanable resources. 


tions on 


our 


By WILLIAM A. MARCUS 


beneficial to the nation’s war efforts. 
Federal deficit financing built up de- 
posits in banks and the resources of 
other financial institutions whose prin- 
cipal investments were bonds of the 
United States government. Our four 
great classes of savings institutions, 
namely, commercial banks accepting 
time deposits, mutual savings banks, 
savings and loan associations and life 
insurance companies, had only 23 per 
cent of their thrift liabilities invested 
in mortgages on December 31, 1945. 
When the war was over nearly all 
of those institutions looked for ways 
to employ their assets in higher yield 
investments than government bonds. 
Ten years of previous experience had 
proved the excellence of the FHA 
loan program. The Servicemen’s Re- 
adjustment Act of 1944 gave promise 
of another safe method of getting 
money to work without much risk to 
the lender. Both of these patterns 
proved a boon to the building indus- 
try and it didn’t take long to empty 
the reservoirs of loanable funds that 
were filled during the war. Builders 
found they could sell more houses if 
they offered terms of no down pay- 
ment and could increase the maturi- 
ties from 20 to 30 years. Lenders were 
happy to sell their government bonds 
to the Federal Reserve System or 
other bond buyers and re-employ the 
proceeds in FHA and VA loans. Both 
builders and lenders should have 
known that the supply of funds was 
not inexhaustible and that the day 
would arrive when they and the na- 
tion would have to live within thei 








incomes. It was indeed a drastic 
change in the thirties from a pattern 
of making one to ten year loans at 
two-thirds of appraisal value to a 
new concept of twenty year loans at 
80 per cent of value as provided by 
the National Housing Act in 1934. 
Ten years still later it was a fantastic 
jump from making loans under the 
FHA formula to making 30 year VA 
loans at 100 per cent of value. 

The inevitable happened. Not only 
did our wartime reservoirs empty, but 
off and on since early 1948 the nation 
has had to catch its breath in the field 
of housing and home finance. It has 
been able to catch its breath through 
the tremendous capacity of the nation 
to adjust itself, through the willing- 
ness of thrift institutions to increase 
their percentages of mortgage hold- 
ings, and through some federal re- 
straint on building during the Korean 
war. At times it has caught its breath 
because of some slowing of construc- 
tion partially due to the difficulty of 
obtaining mortgage funds based on 
liberal terms and bearing unrealisti- 
cally low government fixed rates. Fre- 
quently, and sometimes spread over 
extended periods during the breath 
catching interludes, builders and mort- 
gage lenders were given stimulating 
inoculations, such as the pumping of 
funds into the Federal National Mort- 


gage Association to buy loans at 100 
cents on the dollar, when the same 
loans were priced at 95 cents on the 
dollar in the open market. Oh, yes, 
our patients are still alive but consid- 
ering the binge that they have been 
on and the cures that have been ad- 
ministered, it is surprising that they 
are in no worse condition than they 
seem to be at present. 

It is apparent that our thrift insti- 
tutions cannot increase their percent- 
ages of mortgage holdings much above 
the present level of 56 per cent of 
total thrift accounts. Furthermore, 
most of the thrift institutions will not 
care to repeat their performance of 
1955 and 1956 when commercial 
banks, mutual savings banks, and sav- 
ings and loan associations invested 
more money in mortgages than they 
received in deposit growth, and life 
insurance companies placed in real 
estate loans three out of four dollars 
of their growth in reserves. So, if we 
were forced to confine our studies to 
the premise that more mortgage credit 
is needed than is currently available, 
we certainly would conclude that the 
only solution to the problem is to live 
within our income by dividing the 
available dollars among the contem- 
plated number of borrowers. The an- 
swer would be simple—raise the down 
payments and shorten the maturities! 
But that’s the kind of medicine that is 


“This is not a task for just a handful of men but a job 

for all of us. It means a sharing of our experience in this field 
and the giving of a considerable amount of personal time in 

a common cause. Many of us believe that pension funds are 


the one big hope for the solution of today’s mortgage problems.” 


—WILLIAM A. MARCUS 


distasteful to many builders, lenders 
and lawmakers! They would prefer 
the sugar pills of lower down pay- 
ments and longer maturities coupled 
with a prayer that a miracle would 
restore their health. 

That is only the first of our premi- 
ses. Let’s look at the second—the 
ability of individuals to increase their 
savings so that the mortgage pool will 
be enlarged. Here we have some en- 
couraging signs, but the rate of in- 
crease and the dollar amount are far 
from adequate. Nationwide figures 
supplied by the Securities and Ex- 
change Commission indicate the 
amount saved each year by individuals 
not including repayments on debt) 
was $19.4 billion for 1952, $18.1 bil- 
lion for 1953, $18.4 billion for 1954, 
$22.9 billion for 1955 and $26.5 bil- 
lion for 1956. Saving, which was out 
of fashion two decades ago, once more 
is slowly becoming fashionable and we 
should never let it become unpopular 
again. However, it is evident that 
increased savings in banks, savings 
and loan associations, and insurance 
companies alone will not be sufficient 
to prolong today’s lending patterns. 

So we come to the third premise 
that we must find a new source of 
mortgage credit apart from direct or 
indirect government lending. Obvi- 
ously that new source is the pension 





FIRE & ALLIED LINES 
HOMEOWNERS POLICIES 
COMPREHENSIVE DWELLING 
POLICIES 


RAYMOND HOLLAND 
President 


THOMAS B. LAYTON 


Executive Vice-President 








A Company strong enough and 


with the long experience necessary to be 


‘**“A MORTGAGE MAN’S COMPANY” 


RATED A+: (EXCELLENT) 
BY ALFRED M. BEST COMPANY 
CAPITAL & SURPLUS 
OVER $1,000,000. 


Home Office: 
THIRTEENTH FLOOR 
HOUSTON CLUB BUILDING 
HOUSTON 1, TEXAS 








THE MORTGAGE BANKER + June 1957 29 








funds. Pension funds so far have been 
but a minor factor in the mortgage 
market, but the more we go into their 
prospects, the more interested and 
hopeful we become. Here, perhaps, ts 
a major part of the total answer we 
are seeking. 

Employee pension funds are well on 
their way to becoming the biggest in- 
vestors in the United States. Today 
millions of workers and employers 
have stakes in billions of dollars of 
funds 

Pension funds may mean many 
things to many persons. When we 
talk about pension funds we are dis- 
cussing a financial phenomenon that 
represents accumulated savings of over 
$74 billion. The term “phenomenon” 
is not misused because most pension 
plans have come into existence only 
in the last two decades. The tremen- 
dous growth that has developed since 
the outbreak of World War II has 
been due to a variety of factors. Many 
plans came into existence during the 
war in order to circumvent wage 
freezes. Others during and since have 
been established primarily as a result 
of high corporate taxes. Of particular 
importance was the U. S. Supreme 
Court decision in 1948 in the Inland 


Steel case declaring that pensions were 
a proper bargaining matter and that 
unions could bargain for pensions 
along with wages and other conditions 
of employment. As a result of these 
and other factors total pension funds 
in the United States have more than 
doubled since 1950 and are currently 
showing an annual increase close to 
$7 billion. 

That is the broad picture. Now let’s 
narrow it down. Pension funds are 
divided into two classes. The first is 
the so-called private group which in- 
cludes the self-insured pension funds 
and the insured pension funds. The 
other class is the government type of 
pension funds. There are four of these 
classifications: Railroad Retirement, 
Federal Civil Service, Old Age and 
Survivors Insurance, and state and 
local government employees. 

Pension funds which represent either 
actual or potential sources ol mort- 
gage credit include the insured and 
self-insured private funds and_ those 
for state and local government em- 
ployees. Let’s consider those three in 
order. 

Prior to 1940 a large majority of 
pension plans established in private 
industry were those which called for 


placing annual deposits with a life 
insurance company for the purchase 
of some form of retirement insurance. 
These insured pension funds have long 
been an extremely important source 
of mortgage investments and will con- 
tinue to be. 

There is, however, a marked slow- 
ing in the rate of increase of insured 
pension funds. This is a matter of 
concern to mortgage users because 
dollars not going into the insured 
funds are going into the self-insured 
funds and other reserve pools where 
the present investment in mortgages 
is negligible. 

Comparing the relative growth of 
private plans, in 1950 the insured pen- 
sion funds and the self-insured pen- 
sion funds each totaled about $5'/% 
billion. The insured pension funds 
today amount to approximately $124 
billion but gained less than $1'/ bil- 
lion in 1956. 

The corporate self-insured pension 
funds, on the other hand, total $16.7 
billion. They have tripled their size 
since 1950 and have doubled their 
size only since 1952. Furthermore, the 
annual rate of increase is in a marked 
uptrend, and in 1956 amounted to 
$2.5 billion. 
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Turning to state and local govern- 
ment employee plans, there is a cur- 
rent total of $11.8 billion, an increase 
in 1956 of about $1.3 billion. 

It is obvious from the few figures 
I have cited that an increasing num- 
ber of savings dollars are going into 
pension funds in comparison with the 
amounts being put aside for other 
forms of thrift. In 1956, for example, 
all forms of personal savings (except 
debt repayments) showed an increase 
of only $3.6 billion. This is consider- 
ably less than the gain of over $5.2 
billion which is shown by adding the 


increases of $1.4 billion of insured 
funds, $2.5 billion of self-insured 


funds, and $1.3 billion of state and 
local government employee pension 
funds. This is a matter of great inter- 
est to the mortgage business. 


Let me restate what these totals 
show. Insured and non-insured pri- 
vate retirement funds total $29 bil- 
lion. Railroad, federal civil service, 


state and local government employees 
account for another $22 billion and 
Old Age and Survivors Insurance over 
$23 billion more. That’s a grand total 
of over $74 billion. Considering pen- 
sion funds as the infant member of 
the thrift family, we are amazed to see 
how fast he has He hasn't 
contributed much to the support of 
the family’s need for mortgage funds, 
although he has gained much of his 
growth by taking liberal helpings of 
food at the thrift family table. 


grown. 


We should, of course, dismiss from 
our consideration of potential mort- 
gage investment the entire Old Age 
and Survivors Insurance funds, just as 
we would consider the National Serv- 
ice Life Insurance funds unsuitable 
for mortgage lending. But we may 
properly observe that the freezing of 
this form of savings has in part con- 
tributed to a lessening of funds avail- 
able for mortgage credit. 

It is estimated that less than | pet 
cent of the self-insured pension funds 
is currently invested in mortgages. 
This certainly indicates, at least in a 
general way, the size of the mortgage 
potential. For example, mortgage 
holdings of life insurance companies 
ranged from a low of 17 per cent in 
1945 to a present high of 411 per cent 
of policy reserves. A typical distribu- 
tion of investments in a self-insured 
pension fund is 60 per cent to 65 per 


cent in fixed interest obligations, 


chiefly government and corporate 
bonds, 10 per cent in preferred stock, 
and 25 per cent to 30 per cent in 
common stocks. Mortgage investments 
which are virtually absent now could 
eventually comprise 15 per cent to 
20 per cent of assets, replacing a por- 
tion now in the fixed interest category. 

Let’s consider the pension funds es- 
tablished for state, county, and mu- 


nicipal employees, usually invested 
under the direction of a committee 
made up of officers of the govern- 


mental body concerned. A number of 
restrict these investments to 
Government bonds and state, 


states 
u.. & 
county, and municipal bonds of the 
state in which the government insti- 
tution is located. Considerable legis- 
lation has been enacted in the past 
two years permitting diversification of 
these investments and there has been 
a slight increase in their holdings of 
mortgages. 

If the foregoing shows a large po- 
tential market for mortgages and that 
a great need exists for an additional 
major source of mortgage credit, why 
then has that potential barely been 






tapped? The reasons as given by the 
pension fund managers are these: 
>> A lack of understanding of mort- 
gages as a form of investment and a 
feeling that mortgages have a mini- 
mum of marketability. 
>> A belief that a specific depart- 
ment for handling mortgages must be 
established at considerable expense. 
>> A theory that duplicate detailed 
records of individual loans should be 
maintained by trustees of the fund 
and by loan servicers. 
>> A desire on the part of the pen- 
sion fund managers to be able virtu- 
ally to look out the window at the 
properties, and 
>> A feeling that there is not a steady, 
continuing available source of loans. 
These objections are gradually being 
overcome as a result of progressive 
action taken by MBA and by many 
individuals and organizations through- 
out the country. As a result of these 


educational efforts a better under- 


standing of mortgages as a form of 
pension fund investment is slowly but 
surely developing. 





SAN FRANCISCO, CALIFORNIA 
PHILADELPHIA, PENNSYLVANIA 
SKOKIE, ILLINOIS 
ATLANTA, GEORGIA 
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There is considerable evidence that 
the heads of various trust departments 
of major banks are showing an in- 
creasing interest in mortgages. There 
is one quotation, however, which ap- 
parently typifies their feelings. It is: 
‘There is no question but that we 
will be buying mortgages and must 
come to them, but at the moment the 
small spread between bond yields and 
mortgage yields does not make them 


particularly attractive to us.” 


As we all know, interest rates over 
the past year continued the general 
rise which had begun about the mid- 
dle of 1954. Sharply rising rates on 
long term securities, both corporate 
and government, reflected a growth in 
the demand for funds to finance a 
record volume of long term invest- 
ments which was greater than the in- 
crease in the supply of savings. Not- 
withtsanding this higher return on 
long term securities, mortgages are 
available at stifl better net vields after 
servicing and bookkeeping costs and 
should have a strong appeal to pen- 
sion fund managers as an investment. 


Answering very briefly some of the 
objections on the part of pens‘on fund 
managers to investments in mort- 
gages: The lack of familiarity with 
mortgage investments will be cor- 
rected as they find themselves forced 
to study this important segment as a 
part of their constant need to review 
the entire investment market. Mort- 
gages may well be the only substantial 
and expanding area to which their 
eves can be directed in looking for in- 
creased yields. The presumed expense 
of handling mortgage investments is 
also answerable. Such expense, as has 
been demonstrated, can be kept at a 
minimum by methods already in use 
by responsibie lending institutions. 
The most generally used of these 
methods is the “single debit” system. 
In this instance a responsible servicer 
acts not only as the collecting agent, 
but also as bookkeeper for the pension 
fund. The agent continues to service 
each loan during its entire life, col- 
lecting payments, keeping all neces- 
sary records, and handling all other 
details. The agent submits a master 
report, say once a month, accom- 
panied by essential detail enabling the 
pension fund management to main- 
tain a minimum record of totals out- 
standing. Many variations of simpli- 
hed bookkeeping are in the process 
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of being worked out between servicers 
and bank trust officers, and other pen- 
sion fund administrators. 

The success of the single debit 
method depends to a considerable ex- 
tent on the character, ability, and ex- 
perience of the originating and servic- 
ing institution. 

So far as the question of market- 
ability of mortgages is concerned, I 
think we need but to look at the re- 
markable growth of secondary market 
operations in the past twelve or fifteen 
years. The price record of FHA and 
VA loans compares very favorably 
with any other type of high grade 
long term investment. 

Perhaps the desire on the part of 
pension fund managers to have their 
mortgage properties close at hand can 
be tempered through education. Cer- 
tainly the history of insurance compa- 
nies and mutual savings banks would 
indicate the likelihood that pension 
fund managers would see the desir- 
ability of going beyond the borders of 
their own states to seek diversification, 
quality and yield on this type of in- 
vestment. 


The objection that there is not a 
steady continuing source of mortgages 
for investment is hardly a cogent one 
in my opinion. Everything points to 
a continued high demand for new 
homes, a demand unlikely to dimin- 
ish in the foreseeable future. 


The rapidly growing areas of the 


nation, particularly the West and 
Southwest, have always needed funds 
for industrial and commercial growth 
and for housing which has accom- 
panied that expansion. In California 
for nearly a hundred years (except 
during war and depression) we have 
needed at least one dollar of outside 
mortgage money for every two dollars 
furnished by our thrift institutions. 
The great majority of whom I inter- 
viewed or whose material I read in 
preparing these observations are 
agreed that if we are to make an im- 
pression on the pension fund man- 
agers we must undertake an industry 
rather than an individual approach. 
Past MBA Pension Fund Commit- 
tees and the present Mortgage Mar- 
keting Committee have done some 
oustanding work in this respect. The 
committees have conducted consider- 
able research and have sent out a 
number of extremely helpful and in- 
formative letters to members. The 
Mortgage Marketing Committee is in 
the process of preparing a booklet on 
the subject for distribution to business 
corporations and the MBA member- 
ship as a whole. The MBA also has 
been considering a series of confer- 
ences. One such conference would be 
for the purpose of discussing all 
phases of mortgage investments for 
pension funds, covering such subjects 
as accounting procedures, yields, and 
types of mortgages to be purchased. 
It is planned to invite labor union 
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leaders to this type of conference and 
ask that they bring with them the 
managers of their pension funds. Simi- 
lat would be held for 
bank top management and their trust 
officers. These conferences probably 
would be held at Chicago, Cleveland, 
and Washington, and might expand to 
other cities as the Mortgage Market- 
ing Committee continues its impor- 
tant work. 


conferences 


MBA has also been considering a 
series of luncheons starting perhaps in 
Chicago, at which selected MBA rep- 
resentatives would act as hosts to rep- 
resentatives from key banks for the 
purpose of stimulating further thought 
on this subject. If these pilot meet- 
ings materialize, the program would 
be expanded. Thereafter MBA might 
arrange for follow-up gatherings 
through the various state associations. 

MBA is certainly to be congratu- 
lated for its outstanding efforts to de- 
velop pension funds as a source of 
mortgage credit. Let me repeat, this 


What’s the Experience 
Bought Mortgages? A 


Meanwhile, an MBA member has 
taken direct action using a different 
approach than that employed so fa 
to see what can be done to give pen- 
sion and trust funds a better appre- 
ciation of the desirability of investing 
Benjamin Levinson, 
president of the Michigan Mortgage 
Corporation, Detroit, arranged a meet- 
ing to which top FHA and VA offi- 
cials were invited, along with officials 
of various funds which have been in- 
vesting in mortgages. As Mr. Marcus 
points out in the preceding article, 
there is good reason to believe that 
these funds are the principal un- 
tapped source of new money for the 
mortgage industry. Mr. Levinson ap- 
preciates this and has been soliciting 
them for some time. 


in mortgages. 


Levinson, in his keynote talk, de- 
clared that falling home production 
in the Detroit area, down 50 per cent 
this year from the 1955 figure of 40,- 
000 units, turned in the 
other direction by large-scale mort- 
gage purchases by the funds in the 
Detroit area. 


could be 


“Money from new sources is des- 
perately needed,” he said. “If only 
20 per cent of the retirement and pen- 


is not a task for just a handful of men 
but a job for all of us. It means a 
sharing of our experiences in this field 
and the giving considerable 
amount of our personal time in a 
common cause. Many of us believe 
that pension funds are the one big 
hope for the solution of today’s mort- 
gage problems. While a well thought 
out program of pension fund invest- 
ment in mortgages could be of great 
aid to the nation, an unwise plunging 
this field lasting 


of a 


into could be of 


harm. 

Let us use our collective efforts to 
that this newest and last remain- 
ing reservoir of saved funds is encour- 


see 


aged to buy sound loans made on a 
pattern that will not lead to inflation, 
and let us carry out the 
signed to us in such a fashion that 
pension fund administrators will not 
only be entirely satisfied with their 
new type of investment but will have 
gained a wholesome and lasting re- 
spect for members of MBA. 


of Funds Which Have 
Member Gets the Facts 


and _ health 
monies were channeled into the mort- 


duties as- 


sion funds and welfare 
gage market, it would be the greatest 
boon to the residential building indus- 
try since the inception of FHA almost 
20 years ago,” he said. 

One of the speakers at the Levin- 
Leland P. Allcut, 
Wayne County 


son meeting was 
executive secretary, 
Employes’ Retirement System. Allcut 
said that prior to 1950 the Wayne 
County fund was invested in securities 
which earned a net yield of 2.35 per 
cent, and since the fund requires a 3 


per cent return, the taxpayers had to 
make up the difference. 

“We made a survey and found that 
FHA and VA mortgages were high on 
the preferred list of big investors, and 
started buying them ourselves in 1950, 
getting a net return of 4 per cent from 
such investments. 

“We now have $32 million in- 
vested, of which 28 per cent is in in- 
sured or guaranteed mortgages and 
have a net yield of 3.35 per cent. We 
have been able to show an $83,000 
profit over the 3 per cent required 
return, which represents a saving to 
the taxpayers.” 

Allcut said that 80 per cent of the 
county fund is in government bonds 
and FHA and VA mortgages, and 20 
per cent in high grade utility bonds, 
and added: 

“My belief is that when this pres- 
ent tight money market changes, all 
the 4 and 4% per cent utility bonds 
will be called in and reissued at a 
lower rate. This will not be true of 
the insured mortgages, for the interest 
will unchanged for the life 
of the mortgages. 


remain 


“Today FHA mortgages carry 5 per 
cent interest and it seems to me this is 
a lucrative time to get into this mar- 
ket.” 

Another speaker was Richard M. 
Hurd, trustee of Teachers Insurance 
& Annuity Association of America, 
who said: 

“Our experience has been excellent. 
We could not have got along and met 
our obligations unless we had gone 
into the mortgage picture. We have 
never lost a nickel on them.” 


The Teachers Association has $495 
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million invested, of which $200 mil- 
lion is In mortgages. 

J. Buford Jenkins, housing consult- 
ant to the congressional committee on 
veterans affairs, said mortgages pro- 
vide trustees of pension funds with an 
opportunity for social service. He de- 
clared 

“You can control and design the 
subdivisions of the future. You can 
make certain no slums will develop 
from current construction as_ they 


have from the unplanned, uncon- 
trolled developments of the past. We 
in Washington know that government- 
insured mortgages are a good invest- 
ment. We want you pension fund 
trustees to unlock the door, to wave 
the moths off your great piles of lucre 
before they eat it up. Money won’t 
be tight forever and we believe that 
shortly government-insured mortgages 
will be a most attractive investment 


for trusts.” 


Future Income of Insured Plans $2 Billion 


More than 20,000 employer-em- 
ployee groups now have insured pen- 
sion plans, covering nearly 4,500,000 
persons. 

The number of plans in force at 
the start of this vear, according to a 
survey just made by the Life Insur- 
ance Institute, was a record 20,780, 
up 1,800 from a year ago and an 85 
per cent increase since 1950. There 
has been a |4-fold increase since 1940. 

Persons covered by these insured 
plans were also at a new high level 
on January |, totaling 4,460,000. This 
was an increase of 310,000 in the 
year, nearly two-thirds more than in 
1950 and six and one-half times the 
1940 figure. 

During the past year, 2,400 new 
plans were put in force, covering 190,- 
O00 persons. During the year, some 
600 employer-employee insured pen- 
sion plans were discontinued, in large 
part through mergers, dissolution of 
businesses or reshaping of the pre- 
viously existing plan. The net in- 
crease of 1,800 was the largest annual 
rise on record, excepting only 1953. 
The plans added during 1956 aver- 
aged somewhat smaller in numbers 
covered than the previous year, but 
aggregate income provided by them 


oo 
was larger. Last year’s rise in num- 
bers covered was the largest since 
1955, due to additions to previously 
existing pension plans. 

otal premiums paid by employers 
and employees for the insured pen- 
sion plans were $1,445,000,000 in 
1956. Of this amount approximately 
80 per cent was paid by employers 


and 20 per cent by employees. 


Total funds accumulated in the 
lite company reserves at the start of 
this year as guarantees back of future 


pension payments were $12,275,000,- 
000. The reserve total is up $1,200,- 
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000,000 from the year before. 

A large proportion of those covered 
by the pension plans is in the younger 
age groups and of relatively recent 
origin, but many are already begin- 
ning to receive benefit payments. The 
group annuities alone paid out $188,- 
900,000 to annuitants last year. 

Ageregate future annual income 
provided by all insured pension plans 
in force as of the start of this year 
was approximately $2,000,000,000 
and even this does not fully reflect 
the total potential income for those 
covered by the plans. The largest 
block, the 2,495,000 covered by group 
annuities of the deferred annuity type, 
accounts for well over half of the 
$2,000,000,000 total, but this is an 
understatement of future income, as 
most group annuity plans are re- 
ported on the basis of annual incre- 
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ments paid up over past years. Each 
additional year the plan remains in 
force will see the income figure ampli- 
fied by additions of paid-up units. 
Group annuities account for the 
largest part of aggregate insured pen- 
sions. On January 1, there were 2,- 
$95,000 persons covered by 4,160 
group plans of deferred annuity type 
and 1,115,000 covered by 1,160 group 
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plans of the deposit administration 
type. Together, they totaled 3,600,- 
000 persons covered by 5,320 group 
plans. Individual policy pension plans 


totaled 13,580 and covered 505,000 
persons. Miscellaneous plans num- 
bered 1,880 and covered 345,000 per- 


sons. 


$45 Billion of Capital in Pension Funds 


And America’s rapidly growing 
pension plans are also becoming an 
important source of capital and at 
the start of last year represented more 
than $45,000,000,000 of accumulated 


funds. 

This was $18,750,000,000 
than four years earlier, an increase of 
71 per cent and an average annual 
accumulation of savings of $4,700,- 
000,000. 

These figures include only the estab- 
lished pension programs which cover 
14,000,000 workers in private plans 
and 7,000,000 workers who come 
under the railroad retirement and 
Federal, state and local civil service 
programs. They do not include the 
retirement plans of the armed forces 
which are met through the Federal 
budget nor the $21,700,000,000 in the 
OASI Trust Fund. 


Two-thirds of new pension fund 
money has been invested in corporate 
securities and mortgages over these 
years. The pension investments in 
such channels totaled nearly $22,000,- 
000,000 at the start of last year, a 
rise of $12,500,000,000 or 133 per 
cent in the four years. This was an 
average of $3,125,000,000 a year. 

U. S. Government securities still 
remain the largest pension investment 
portfolio, but this is largely because 
they are the sole investment of the 
Federal plans. At the start of last 
year, the combined private and gov- 
ernment pension plans held $18,040,- 
000,000 in U. S. Government securi- 
ties, a four-year rise of $4,048,000,000 
or 29 per cent. In the private plans, 
these securities increased only 12 per 
cent; in the government plans 34 per 
cent. 


more 


Corporate bonds comprise the sec- 
ond largest pension portfolio, with 
well over $14,000,000,000 held Jan- 
uary | last year. This was about 130 
per cent over four years previous, a 
rise of $8,000,000,000. 

Corporate stocks showed a 200 per 
cent increase in these four years, 


standing at $3,800,000,000 at the start 


of last year. This was a $2,500,000,000 
increase, or $630,000,000 annually. 
The greater part of the increase was 
in common stocks, up 256 per cent or 
$2,200,000,000 in this period. 

Mortgages, chiefly found in the in- 
sured pension plans, increased 100 per 
cent in these four years. 

Wide differences shown _be- 
tween the different types of pension 
plans, both as to distribution of in- 
vestments and shifting trends. 


are 


Insured pension plan investments, 
measured as a pro-rata share of life 
insurance company assets, are predom- 
inantly corporate bonds and mort- 
gages. The $4,400,000,000 of corpo- 
rate bonds back of these plans, 
coupled with the $3,600,000,000 in 
mortgages, account for almost three- 
fourths of these plans’ investments. 
The $11,075,000,000 of aggregate in- 
sured pension reserves at the start of 
last year represented an increase of 
73 per cent in four years. The dis- 
tribution of investments in these plans 
did not change materially since 1951. 


Uninsured private pension funds 
were heavily in corporate bonds, but 
their second largest investment was 
corporate stocks, with U. S. Govern- 
ment bonds a close third. These three 
portfolios made up 90 per cent of 
their total investments. The common 
stock investment of these plans rose 
over 260 per cent in the four years 
and totaled $3,000,000,000 last year. 


Prefabs Did 8% U.S. 
1956 Home Building 


The prefabricated home manufac- 
turing industry started 94,791 units in 
1956, which amounted to 10 per cent 
of the 990,000 single family starts last 
year, and about 8 per cent of the 
1,120,000 starts of all types. This pro- 
duction covers 239 companies and 
there were about 300 firms currently 
producing factory units. 


Other facts revealed by the study: 


>> Prefabricated housing distribution 
is heaviest in Ohio, which accounted 
for over 16,000 units last year. Next 
was Illinois with 8,000 and Indiana 
with 7,368. Lowest was New Mexico 
and Idaho, where distribution was 
negligible. 


>> The industry topped the billion 
dollar mark in volume in 1956, with a 
total of $1,098,010,414, based on 
value of the completed house as 
erected by the builder-dealer. 


>> The industry has slightly over 
7,000 builder-dealers erecting the 
house package delivered from the fac- 
tory, ultimate sale to the con- 
sumer. 


for 


BIG GOVERNMENT 
(Continued from page 23) 
service do we get?” It is just as de- 
sirable to increase government outlays 
where increases will produce adequate 
additional services as it is to cut 
spending where cuts can be made 

without curtailing useful services. 


Some one has recently been quoted 
as saying “You can’t spend yourself 
rich.” That is obviously nonsense. 
Certainly one doesn’t get rich by sit- 
ting tight and hoarding one’s savings. 
And one doesn’t get rich by stealing 
—at least, that method rarely works 
for very long. The typical way that 
individuals and enterprises get rich 
is by spending—spending in ways that 
yield good returns. Often they do this 
by spending borrowed money. So it is 
literally true that we do spend our- 
selves rich. 


What applies to individuals and 
enterprises applies to the government 
as well. There are many opportuni- 
ties for the government to add to the 
present and future productivity of in- 
dustry by enlarging and improving its 
services. These opportunities should 
be seized. Our aim should be not 
simply to cut wastes in government 
but to make more effective use of 
the government as a service-rendering 
body. A sound economic slogan for 
us to adopt is: 

“Let us cut unjustifiable subsidies 
and spend more on useful government 
services today in order to be able to 
reduce tax rates tomorrow.” 


As condensed from Dr. Slichter’s address at_ the 
Midwest Business Conference of the Harvard Busi- 
ness School. 
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INSURANCE GAN BE PROFITABLE 


By M. J. MITTENTHAL 


President, N. E. Mittenthal & Son, Inc., Dallas 


NSURANCE can be profitable 
| but it is a well kept secret from 
many mortgage bankers. It is strange 
that so many successful business men 
could be so completely oblivious to the 
splendid opportunities for increased 
profits in their own offices. Diversifi- 


discussed by many 


being 


cation 1s 
large companies 
our 


today, but in 


own industry 1n- 
surance, which is 
a perfect adjunct 
to the mortgage 


business, seems to 





scare some of us. 
All we need do is 
use a venuine ef- 


to sell. We 

make it 
the 
want 
Let’s 
advertise! Let’s tell people about it! 

| hope that the MBA Insurance 
Committee considerable 
Many feel 


that any expansion of the insurance 


M. J. Mittenthal ‘°°! 
must 


known that we are definitely in 
insurance business and that we 
insurance, 


to write all lines of 


! 


can be of 


help mortgage bankers 
department would mean great addi- 
tional expense but we do not feel this 


We 
riod of lessened mortgage production 


is necessarily true are in a pe- 


in many and your executive 


staff should have more time for plan- 


areas 


ning aggressive insurance production. 
the key. 


owners as 


Advertising seems to be 
With 


satisfied customers, surely direct mail 


thousands of home 


advertising should encourage these 
same people to place with us house- 


hold 


property floaters, and comprehensive 


goods, au tomobile, personal 


personal liability. These lines would 


offer a starting point and no addi- 


tional personnel would be needed un- 
and until the 
volume of business and profits de- 


less actual increased 
manded it. 

Advertising presents another advan- 
tage. Remember that we have the op- 
portunity of doing business with our 
borrowers over a period of 15, 20, 25, 
and in some cases even 30 years. Are 
going to renew 


we just the policy 


every three or five years or are we 
going to take steps to assure that the 
borrower will want to renew the pol- 
icy through our agency? 
Che leave 
and go to another has plagued every 
insurance agency, small, at 
some time. Recently, someone thought 
the and 


should be a 


reason clients one firm 


big or 


of asking customers reason 
the 


startling challenge to all of us. 


answers received 

The survey, which was nationwide, 
showed that out of every hundred cus- 
tomers lost by an agency during the 
year, 68 drifted away because of in- 
difference of agency management and 
personnel; 14 had unadjusted griev- 
ances: only 9 changed because they 
secured lower price or better service 
there miscellaneous 
reasons for the other 9 per cent. Yes, 
68 changed because of indifference 
and only 9 because of price. Probably 


elsewhere: were 


some of your customers who went to 
the the attenticn 
they not be 


worse than no service at all. 


cut-rater figured 


would get could any 

One other aspect in the writing of 
insurance in a mortgage banker’s of- 
fice must be considered. A few words 
should be directed 
because they should be vitally inter- 


ested in the successful insurance op- 


to our investors, 


eration of their correspondents. The 


MBA cost accounting survey indicated 
that the % of 1 per cent servicing 
fee, which is common in our business 
today, is a comparatively thin margin 
for a profitable operation and yet this 
situation exists in a business climate 
where the collection problem is not 
too serious because we are in an era 
of great prosperity. All of us fervently 
hope that we shall never again see 
a depression approaching that of the 
Thirties; but our former Secretary of 
the Treasury recently made the state- 
ment that unless some means 
found to combat inflation, a depres- 
could arise which would “curl 
our hair.” The writer cannot forget 
our own operation during the Thir- 
ties. We are very proud of the fact 
that we were not subsidized by any 
of our investors and feel that one ot 
the most important factors in our 
operation at that time was a some- 
what new but highly successful insur- 
ance agency. We heartily subscribe to 
the theory that pressure is unneces- 
sary to secure the ordinary dwelling 
insurance on the loan from the bor- 
rower. We can get a great deal of that 
business without undue influence by 
using successful selling methods, and 
yet there are investors who look with 


were 


sion 


some question at an insurance opera- 
tion. We believe it is a short-sighted 
policy because a successful and profit- 
able correspondent will be a_ better 
correspondent. 

The American business scene today 
demands that industry keep constantly 
on the alert for new sources of rev- 
enue with the least possible increase 
in expense. To those of us in the mort- 
gage industry the avenue of insurance 
presents atractive prospects. 





Insurance 


in MBA 


meetings. 


gestions concerning the insurance side of our business 
fairly recently, has been overlooked in these pages and not too adequately covered 
{ll that is changing; and under the supervision of the Insurance Committee, headed this year 


From time to time The Mortgage Banker will publish some comments and sug- 


a subject which, until 


by Mr. Mittenthal, it is intended to look closely at this valuable phase of our business. This series, of which the second 
will appear next month, is under the direction of Philip C. Jackson. Jr.. Vice President, Jackson Securities & Invest- 


ment Co., Birmingham, a member of the Committee. 
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SOME REFLECTIONS ON OUR BUSINESS AND OUR ASSOCIATION 


OME reflections and observations of the mortgage 

business and the men and women who comprise it 
after an exhaustive tour of inspection: As I look back 
over my schedule of the past seven months, I find that 
I have appeared before approximately 30 different or- 
ganizations as spokesman for the Association and the 
industry which MBA represents. I have had an oppor- 
tunity to see the mortgage industry in action in all 
sections of the country in a way that few are privileged 
to do. This period does not represent the best days our 
industry has experienced by any means but what, if any, 
are the conclusions I have gained from this nationwide 
tour? 

Several things particularly stand out. Most forcefully 
is the extent to which our industry has grown in a 
relatively short period of time. I am constantly im- 
pressed, and often surprised, at 
the great number of firms and 
people which comprise our indus- 
try in a given community. I can- 
not help but note the high quality 
of people who make up our indus- 
try. Over-all, these observations 
have given me a definite impres- 
sion of great strength, command- 
ing stature and an assurance that 
the industry in which we are en- 
gaged has a sound economic reason 
John F. Austin, Jr. for being the vital part of the 

economy that it is. 

I have likewise been greatly impressed by the spirit of 
cooperation I find everywhere among mortgage men 
especially evidenced by the strong and progressive local 
associations whose activities so importantly supplement 
the work of the national Association. 

But there have been other equally definite impressions. 
I have become aware, even more than I was a year ago, 
that there is a continued need—almost a prime requisite, 
one might say—for keeping our house in the good order 
that it is today. Investors in the future will certainly 
continue to insist on the most expert servicing; on cor- 
respondents who are well-established and well-financed; 
and who can, and will, render the best possible service. 
All in all, however, if there are any serious weaknesses 
in the traditional system of mortgage origination and in- 
vestment under which we have developed, I confess I 
have not seen them. The future looks promising for our 
industry, and it is the job for each one of us to insure 
that promise. 


Observations on the Outlook: As I have spoken before 
our local groups and contemporary organizations, I have 
made varying observations and predictions about our 
business, altering them as conditions have changed. In 
essence, however, I find that the nub of what I have 
suggested is about the same: that the so-called “tight 
money” market does not represent the whim of govern- 
ment bureaucrats; that essentially some policy such as we 
have had to live with these past two years was necessary 
for the country’s best interests; that it has not caused 
us to shut up shop by any means and that, in the 
nation’s welfare, we had to live with it and through it. 
Recently I have noted some improvement in the mone- 
tary situation as it affects us, but I have been careful 
to emphasize that it has not been a drastic change 
indeed it has been small—and that, by the end of the 
year, there should be an even better tone to the market. 
I haven't failed once, as I recall, to add that it would 
be wishful thinking to believe we will ever, in the fore- 
seeable future, return to the days of excessively easy 


mortgage credit we once knew. And I think I haven't 
failed to say that it would not be a good thing if we did. 

This year the mortgage industry will turn in, let us 
say, a satisfactory record of business done—not what we 
would have liked, not what we could have done without 
restrictions, but nevertheless a volume which should not 
cause us undue concern. Next year will be some better, 
of that I am convinced. 

A somewhat surprising observation: Everyone in our 
business, particularly during the past decade, has become 
acutely aware of the great need for modernizing state 
laws governing mortgages and foreclosures. To secure 
a truly free flow of mortgage money for investment 
throughout this land will require a great deal of legis- 
lative streamlining. We've known this but, according to 
my observations, too many of us have concluded that 
the job is almost too big to tackle. Surprisingly enough, 
during this past seven months’ period, three states, IIli- 
nois, West Virginia and Indiana, have shown us that 
by a combination of hard work and carefully considered 
planning, complete success can be achieved. In each one 
of these states, laws have been passed which will greatly 
facilitate out-of-state mortgage investment. And if it 
can be done in these states it can be done anywhere. 
A barrier that existed principally in our minds has been 
removed and it should be full steam ahead in this de- 
partment! 

A not-so-surprising observation: As these thoughts are 
being noted, a new housing bill is in the works. Its 
pattern will be more definitely established before this 
is printed so I will not comment on its possible final 
form except to say that there is to be liberalization just 
about all along the line, but possibly not of a definitely 
harmful kind. Such proposals as use of the National 
Service Life Insurance funds appear definitely out. One 
observation on the work on the housing bill seems rather 
significant to me: It is that, during this great national 
controversy about cutting the budget (something most 
of us haven't seen during our entire business careers), 
it has been noticeable that there has been relatively 
little demand for the government to cut its participation 
in the field of housing and financing. To me this means 
that, almost for the first time, we have full recognition 
of how the Congress—and the country, too, for that 
matter—regards the importance of the agencies with 
which we work in our industry. 

And a pleasant observation: Our regional Conference 
and Clinic program for 1957 is over and it has been a 
highly successful one, of importance to the nation- 
wide membership we seek to serve as well as to the 
Association. Coming up is the national Convention in 
November but, more immediately, our School of Mort- 
gage Banking at Northwestern and Stanford Universi- 
ties. Applications are pouring in. Northwestern, coming 
up first, is already assured of record attendance—but 
don’t let that deter you from submitting applications 
for any of your staff. Applications for Stanford, coming 
up later, are satisfactory but you should not delay in 
making your submissions. What is so pleasing to me this 
year is to see, at first hand, the most graphic evidence 
anyone could ask for to reflect the progress and future 
promise of our industry, namely, the young people who 
are choosing it for their lifetime work. 


PRESIDENT 
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JOHN C. HALL NOMINEE FOR PRESIDENT 
WALTER C. NELSON FOR VICE PRESIDENT 


John C. Hall, president of Cobbs, 
Allen & Hall Mortgage Company, 
Birmingham, has been nominated to 
be the next president of MBA, to suc- 
ceed John F. Austin, Jr. of Houston. 

Walter C. Nelson, president of the 
Eberhardt Company, Minneapolis, 
was nominated for vice president for 
the 1957-1958 term. These nomina- 
tions were submitted to the board of 
governors by Robert Tharpe, Atlanta, 
chairman of the nominating com- 


mittee 


Mr. Hall is a native of Albany, 
Georgia, and graduated from the 
Georgia Institute of Technology in 
1926. He began his business career in 
Birmingham with The Jemison Com- 
panies, a mortgage banking firm. He 
was later with the mortgage loan de- 
partment of Metropolitan Life In- 
surance Company and in 1946 was 
one of the organizers of the firm which 
he now heads as president. He is a 
past president of the Birmingham 
Real Estate Board, the Alabama Real 
Estate Association and the Birming- 
ham Mortgage Bankers Association. 
He has been a member of the Asso- 
ciation’s board of governors since 
1949 and has served on numerous 
committees 


Mr. Nelson, the nominee for vice 
president, is president of the Eber- 
hardt Company, Minneapolis, one of 
the city’s leading mortgage banking 
and real estate firms. He is a member 
of the Association’s board of governors 
and a former chairman of its eduea- 
tional committee which has under its 
direction MBA’s extensive educational 
program sponsored in cooperation 
with New York, Northwestern and 
Stanford Universities. He has lec- 
tured at the MBA School of Mort- 
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gage Banking and the predecessor 
Seminars and has also served as an 
extension course lecturer at the Uni- 





Walter C. Nelson 


versity of Minnesota. He was also on 
the faculty of the Educators Confer- 
ence sponsored at the University of 
Colorado last year by the Research 
and Educational Trust Fund of the 
Mortgage Bankers Association of 
America. 

Mr. Nelson is a former president 
of the Minneapolis Board of Realtors, 
the Minneapolis Mortgage Bankers 
Association and the City’s chapter of 
the Society of Residential Appraisers. 
He now serves as chairman of the 
Multiple Listing Service in Minneap- 
olis, and is a member of the National 
Committee of the Voluntary Home 
Mortgage Credit Program. 

Other nominees were: 

For members of the board of gov- 
ernors, term ending 1961: 


Carey Winston, President, The 
Carey Winston Company, Washing- 
ton, D. C. 

Franklin D. Richards, President, 
Richards-Woodbury Mortgage Cor- 
poration, Salt Lake City 

E. R. Haley, President, General 
Mortgage Corporation of Iowa, Des 
Moines 

J. W. Jones, Jones-West Mortgage 
Company, Dallas 

Howard E. Green, President, Great 
Lakes Mortgage Corporation, Chi- 
cago 

Edward F. Lambrecht, President, 
Lambrecht Realty Company, Detroit 

Robert Tharpe, President, Tharpe 
& Brooks, Atlanta 

For Regional Vice Presidents: 

Region 1, Peter V. Cloke, Mort- 
gage Secretary, Guardian Life Insur- 
ance Co. of America, New York 

Region 2 Frank J. Bell, President, 
B. F. Saul Co., Washington, D. C. 

Region 3, John A. Gilliland, Vice 
President, Knight, Orr & Company, 
Inc., Jacksonville, Florida 

Region 5, Frank P. Flynn, Jr., Ex- 
ecutive Vice President, National 
Homes Acceptance Corporation, La- 
fayette, Indiana 

Region 7, Frank R. Shugrue, Sec- 
ond Vice President, Bankers Life 
Tnsurance Co. of Nebraska, Lincoln 

Region 9, Homer C. Bastian, Pres- 
ident, The Fidelity Investment Com- 
pany, Wichita 

Region 10, T. A. Robinson, Jr., 
President, First Mortgage Company 
of Houston, Inc., Houston 

Region 11, Clarence A. Hardesty, 
President, Carroll Mortgage Com- 
pany, Seattle 


For Associate Governors at Large: 

Region 1, Harry Held, Vice Presi- 
dent, The Bowery Savings Bank, New 
York 

Region 3, Eugene Knight, Presi- 
dent, Eugene Knight, Incorporated, 
Tampa 

Region 5, W. W. Wheaton, Presi- 
dent, The Galbreath Mortgage Com- 
pany, Columbus, Ohio 

Region 7, Robert L. Beal, Presi- 
dent, lowa Securities Company, Des 
Moines 

Region 9, B. B. Bass, 
American Mortgage & 
Company, Oklahoma City 

Region 11, Albert A. Buchner, Vice 
President, Commonwealth, Inc., Port- 
land, Oregon 

Nominated for Trustees of the Re- 
search and Educational Trust Fund of 
the Mortgage Bankers Association of 
America were Mr. Held and Mr. 
Cloke. 

P. S. Bower, assistant general man- 
ager and treasurer, The Great-West 
Life Assurance Company, Winnipeg, 
was nominated for treasurer of MBA 

the first nominated for this 
newly-created post. 


Two Are Named to 
the Staff of MBA 


Two additions to the MBA national 
staff have been announced by Presi- 
dent John F. Austin, Jr. Richard G. 
Oller has been named assistant direc- 
tor of education and research and 
Robert J. Murphy has been appointed 
assistant director of servicing and ac- 
counting. 


President, 
Investment 


man 





Richard Oller 

Mr. Oller’s previous experience in- 
cluded five years with the Franklin 
Life Insurance Company in Spring- 
field, Illinois in mortgage servicing 
and IBM operation. He is a graduate 
of Southern Illinois University, School 
of Business Administration. 

Mr. Murphy was formerly auditor 
and tax accountant with Midwest 
Haulers, Inc. and has also been with 
the Department of Internal Revenue. 


Robert J. Murphy 








Regarding Committee Assignments 


With each passing year as MBA becomes larger with more widespread 
ramifications and operations, a natural consequence of this growth has 
been that an increasingly larger amount of Association work is done in 
the committees. Later this year a new administration will assume direc- 
tion of the Association and, even now, plans are being formulated re- 
garding the composition of the various MBA committees. 

As an MBA member, on what particular committee would you like 
to serve? What special activity challenges your interest? The Asso- 
ciation would like to know so that, in setting up the committees for 
the coming year, it will have the benefit of accurate information to 
guide it. Do not feel any hesitancy in advising of your choice of com- 
mittee assignment. Your suggestions are earnestly sought. It is a diffi- 
cult matter, in an organization as large as MBA has become, to know 
where the interests of all members lie; this request for information is 
intended to cut across this barrier and get the answers direct. 

In naming committee selections naturally you should keep in mind 
that it would be best to choose the area in which you have had ex- 
perience—a man who makes no FHA loans would hardly qualify for 
the FHA committee, for instance. Remember, too, that committee 
assignments call for meetings periodically throughout the year, mostly 
in connection with regularly-scheduled MBA meetings, so be prepared 
to give the necessary time to the work. 

Here are some of the principal MBA committees. Check the one in 
which you are particularly interested, then tear off the coupon portion 
and mail to: 

Mortgage Bankers Association of America 
111 West Washington St., Chicago 2, III. 


Committees 
CLINIC CONVENTIONAL FHA 
EDUCATIONAL FARM LOAN G 
~ : . MEMBERSHIP 
INSURANCE : LEGISLATIVE PUBLIC RELATIONS 
MORTGAGE MARKET MORTGAGE YOUNG MEN’S 
RESEARCH SERVICING ACTIVITIES 


REDEVELOPMENT, CONSERVATION AND REHABILITATION 
FINANCING MINORITY HOUSING 


Name and Position 
Firm 


Address, City and State 








MBA Standard Form 
for Applications 


The standardized loan application 
form recently developed by the MBA 
Conventional Loan Committee is 
meeting with enthusiastic acceptance 
by members, indicative of the general 
trend toward standard forms within 
the industry. The first printing of 
50,000 was quickly exhausted and the 
second printing ordered. 

The Conventional Loan Commit- 
tee, in adopting this standardized ap- 


plication form, was primarily con- 
cerned with the need for simplifying 
the document without sacrificing any 
essential detail. An earlier project of 
this Committee was the standardized 
financial statement which has been 
widely accepted and has now been 
combined with this new standard ap- 
plication form. 


The new forms, including imprint- 
ing of the member’s firm name and 
address, are available at the MBA of- 
fice at $4 for a hundred, $10 for 300, 
$16 for 500 and $28 for 1000. 
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Upice of the Corresponceit 


a. faced with continuing creeping infla- 
Cut Rate Servicing Not Healthy tion. In any servicing organization, 


salaries are far and away the largest 





Some investors—and some servicers—resort to it but, item of expense. That item, plus the 
in the long run, it is a practice which will not help other increasing costs of doing busi- 


ess, are shz ; in contrast wi . 
either one, says this mortgage loan correspondent. “ “ sharply a ith the 
decreasing income received on any 


given group of loans. 


DEPLORE the attempts of some thinking on the part of servicers must Investors who attempt to increase 
principals to persuade their origi- inevitably bring them to the conclu- their effective vields at the expense 
nators to service at a reduced fee for sion that they must receive, and set of the servicer, and the servicer who 
a period of years in order that the aside and keep, the higher servicing js willing to jeopardize his financial 
principals might increase their effec- fees during the early life of the loan security for the purpose of adding a 


tive yield—and I likewise deplore the in order to enable them to maintain particular block of loans to a servicing 

willingness of some originators to their servicing quality during the latter 4-count. are both shortsighted and do 

offer to service at a reduced fee. years of the loan when balances are a disfavor te theeneclves end the in- 
Most investors are interested, and small. A realistic approach dictates dustry in general. 

in seeing that that an actual reserve be set up so 


are becoming more so, 
as, in effect, to level out a servicing 


their servicers, whether new ones or 
income over a long period of years. There is always a standing invita- 


It is realized, of course, that under jjgn fo» correspondents and home 
present laws, such reserve is not an office people to air in these pages 


old ones, are well-equipped from all 
standpoints, including office facilities, 
machine bookkeeping equipment, and 


trained personnel, to provide prompt ‘'!ncome tax deductible item but it very zehatever may be in their minds on 
and accurate servicing facilities. They definitely should exist, at least in the corre spondent-investor relationships. 
want their servicers to be in a sound minds of management. Complete frankness is the order of the 


financial position, to have skilled per- As opposed to decreasing income day because, with a few exceptions, 
sonnel, to enjoy a good reputation in’ we are, whether we like it or not, contributions always appear unsigned. 
their community, and to be conserva- 
tive in their operations so as to in- 






sure longevity 


REASONS WHY 


R.K. COOPER, inc. 


SHOULD BE YOUR 
FLORIDA CORRESPONDENT 


This, from a servicer’s standpoint, 
means a well-located office with a 
corresponding high rental expense, 
the hiring and training of capable 
personnel, the purchasing or renting 
of expensive bookkeeping equipment, 
and the utilization of the most mod- 
ern procedures. All of this is expensive 
and is dependent upon a continuing 





income 

Some investors and servicers alike, 
I believe, do not take a realistic ap- 
proach to their long-term income and 
expense. On the income side, they 


must recognize that their fees received 





are reduced as the years go by and wood @ 
the loans grow older and somewhat HALLANDALE “ 
smaller They literally work them- MIAMI BEACH 


MIAMI 


selves out of a job assuming, of course, PmLY §=©—R. K. COOPER, INC. MORTGAGE BANKERS 
that no new blood is added to the 
2733 Ponce de Leon Blvd. Coral Gables, Fic... Officesaisouiti!Mellandale. ond Fort Lauderdale 





life stream. Sound and conservative 
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The Correspondent’s Role in the 
More Normal Times That Are Here 


Things are “settling down” to more normal activity, as 
Vr. Handford puts it, which makes it a fine time to 
take a new look at just what the correspondent owes 


his investor and how the investor should consider him. 


By HARVEY E. HANDFORD 


Treasurer, Bankers Life Company, Des Moines 


HE story of the correspondent 

system during the past decade has 
been one of remarkable growth. Many 
correspondents have able to 
build substantial servicing accounts in 
supplying the needs of insurance com- 
pany investors. During this period, the 
normal supply of mortgage money was 
increased by the sale of low-yielding 
government securities and investment 
of the funds in higher yielding mort- 
gages. The transfer worked well as it 


been 


was spurred along by a heavy demand 
for housing. 

Now a change has occurred. There 
is a settling down to more normal ac- 
tivity. There has been no switching of 
assets of any consequence by long 
term investors for several years. The 
shortage has satisfied. 
Mortgage portfolios in the insurance 
industry have reached approximately 
33 per cent of assets compared with 
around 15 per cent a decade ago. 
Many of the smaller and medium- 
sized insurance companies have mort- 


housing been 


gage portfolios in higher ratios than 
this and there is a tendency to hold 
the line rather than increase the 
ratios. Also, there is a strong demand 
for money in other investment fields 
where no artificial restraint of interest 
rates exists. 

with this settling 


However, even 


down, and a strong demand for in- 
vestments from other fields, mortgage 
loans remain a basic type of invest- 
ment for insurance companies. And, 
in my opinion, mortgages will con- 
tinue to be sought in substantial vol- 
ume. 

Consider the funds available from 
the pay-off of existing loans. Our 
pay-off last year was almost 11 per 
cent of our existing portfolio. Our 
conventional loans last year were re- 
paid at the rate of 17% per cent, 
FHA 203’s almost 10 per cent, and 
VA’s almost 8 per cent. We have to 
invest this pay-off just to stay even 
in dollars. To keep the mortgage ac- 
count up to its present percentage in 
relation to total assets, we have to in- 
vest not only the pay-off but an addi- 
tional sum representing a proportion 
of the net yearly increase in assets. 
Considering the insurance industry as 
a whole with $33 billion in 
mortgages at the end of 1956 and an 
asset increase last year of $5'% bil- 
lion, one can readily see that there is 
a large potential for mortgage loans 
just to maintain existing ratios in the 
mortgage accounts. 


over 


Perhaps the number of mortgage 
correspondents has been over-ex- 
panded due to the abnormal condi- 
tions which have prevailed since 


of the Home Office 


World War IL. It is possible that some 
retrenchment may be necessary. How- 
ever, the basic need for mortgage in- 
vestments will continue to exist; and 
for the correspondent who serves his 
investors’ needs, there should be con- 
tinued growth. 


What, then, does the investor 
pect of the mortgage correspondent 
and what are the obligations of the 
correspondent to his investor? 


eX- 


In my opinion, investors expect that 
the correspondent will bend his best 
efforts day in and day out to the car- 
rying out of the investor’s established 
policies and objectives in all phases 
of the mortgage operation, the devel- 
opment of new business, the delivery 
of committed business, and the servic- 
ing of loans purchased. 

While there may be a question in 
the minds of some at this time, the 
motivating influence of the 
spondent-investor relationship is new 
business. It is the correspondent’s duty 
to have a clear understanding of his 
investor’s objective with respect to 
new business and then benc< his best 
efforts to obtain the business desired 
in the face of existing competition, 
limiting quotas, underwriting require- 
ments, as well as other conditions. 

Naturally the field will be limited 
and the task more difficult if an in- 
vestor is too restrictive. But, it is the 
correspondent’s obligation to make 
every effort to serve his clients’ needs. 
I think if you will look at your job as 
that of placing the investor’s money, 
rather than placing the loan, you can 
better understand the point I make. 
By-passing one of your investors whose 
terms for the moment are a bit more 
restrictive is, I believe, a mistake. In- 
vestors are hard to come by these 
days. Cultivate those you have and 
make every effort to see what is neces- 
sary to do a job for him in your ter- 


corre- 


ritory. 
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Che correspondent-investor rela- 
tionship is not intended to be one of 
short duration, for in that case you 
would be selling loans as a broker and 
the investor would be doing his own 
servicing, but rather a long-term rela- 
tionship which must be mutually prof- 
itable and satisfactory to each party. 
Only so long as it is mutually satis- 
factory can it be developed to its 
fullest extent. The correspondent who 
does not take the long view can easily 
jeopardize the relationship with his 
investor. 

Sell the loan terms and conditions 
that your investor offers and do not 
waste your time and energy bemoan- 
ing the fact that your competitor has 
slightly better terms. You are not rep- 
resenting Ais companies. Perhaps to- 
morrow your investor will meet the 
competition or even better it. 

Certainly it is your duty to keep 
your investor informed in what re- 
spect he is not fully competitive and 
give him the opportunity to adjust if 
his over-all program will permit. But 
the playing off of one investor against 
another is unwise and will inevitably 
lead to unsatisfactory relationships. 

You will probably represent more 
than one investor, and there is noth- 
ing wrong with this—in fact, it is us- 
ually desirable from both standpoints. 
However, you should be very sure that 
each investor gets a fair cross-section 
of the type of business he is seeking. 
Don’t leave it to just anyone to decide 
how the business, either with respect 
to volume or quality, will flow to your 
various investors, but see that you are 
doing a proper job for all. 

It is also your duty to keep your in- 
vestor informed on important matters 
which affect risks in his mortgage op- 
eration in your area. I refer to such 
things as unsold housing, apartment 
vacancies, changes in neighborhood 
characteristics and the many other 
things that affect property values. You 
are the eyes and ears of your investor 
in your community and should be 
aware of all matters affecting real 
estate values and mortgage loan 
risks. Keep yourself well informed on 
changes in land values, building costs, 
builders’ profits, and housing trends 
so that you can do a good job in un- 
derwriting your mortgages. Too many 
border line submissions tend to de- 
velop a lack of confidence on the part 
of the investor, which can be quickly 
translated into lack of interest. 
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Che era of assembly-line underwrit- 
ing is pretty much past and with 
many opportunities for investment the 
lender will be more selective. It is 
your obligation to be selective at the 
source for you are in the best position 
to know the quality of security and 
the merits of the borrower. Do an in- 
telligent job in this respect and build 
up your investor’s confidence that you 
are doing a good job in protecting his 
interests at all times. It will pay abun- 
dantly in the long run. 

Be constantly alert to the possibility 
of bad practices creeping into the 
business. You should be close enough 
and knowledgeable enough to detect 
any that exist and eliminate them. 
Such practices reflect on you as a 
mortgage banker and result in loss of 
investors’ confidence. Also, pay close 
attention to FHA and VA regulations 
so that there will be no question that 
your operation is well within the 
bounds of government requirements. 

It is your obligation to present all 
the pertinent facts in the submission 
of a loan to your investor. Question- 
able situations should be brought out 
clearly in the submission so that your 
investor can make his decision based 
on a clear picture of the security and 
the borrower. Also, don’t forget to 
bring out all the good factors. On sec- 
ond thought, I believe this latter sug- 
gestion is unnecessary. 

The development of new business is, 
as I said, a primary function of the 
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correspondent. It is the motivating 
force of the correspondent-investor re- 
lationship; but once the business has 
been developed and approved, the 
ability to wrap up the loan package 
satisfactorily and deliver it to the in- 
vestor is also a very important func- 
tion of the correspondent. 

To accomplish the delivery pro- 
cedure properly, the correspondent 
must have an adequate capital struc- 
ture. He must be able to perform the 
very necessary function of providing 
or procuring sufficient interim financ- 
ing. This also involves a willingness 
on the part of the correspondent to 
build his financial structure as the vol- 
ume of business increases. Unfortu- 
nately some correspondents are trying 
to do an oversized volume of mort- 
gage business on inadequate capitali- 
zation. 

In getting the package ready to de- 
liver to his customer, the correspond- 
ent must not only have the ability to 
handle interim financing himself or 
procure it elsewhere, but he must also 
be very sure that he can deliver the 
loan on which his investor has com- 
mitted. Certainly, there will be a few 
failures and for very good reasons. 
But, if the number is high and the 
reasons are vague, loss of confidence 
on the part of the investor is apt to 
result. 

Your investor is attempting to pro- 
gram his funds several months into 
the future and it is important to him 
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that his commitments be delivered. 
You should keep full control of this 
situation with your borrowers and 
project developers so that you will be 
able to perform. Know the reason for 
commitment failures and plug the gap 
so that your investor may have confi- 
dence that he will get delivery of the 
loans which he is counting on for in- 
vestment. Perhaps it may surprise 
some to know that the number of 
commitment failures is always lowest 
in a falling loan market. 

An investor’s cash for investment 
does not always come in a steady flow 
but has its ups and downs during the 
year. While my Company does not 
follow the practice of warehousing 
loans through its correspondents, but 
rather smoothes out its cash flow by 
other techniques, some investors do 
seek temporary warehousing after a 
loan is ready for delivery. The corre- 
spondent with a strong capital posi- 
tion is in a better position to obtain 
such temporary warehousing and take 
full advantage of this irregularity in 
cash flow with the possibility of 
greater business potential than would 
otherwise be available. 

Another very important function of 
the correspondent is to provide intel- 
ligent servicing for his investor’s ac- 
count. Someone has said, and I think 
aptly, that a mortgage loan is only as 
good as its servicing. This certainly 
illustrates a point, and I believe it is to 
your distinct advantage to inspire the 
confidence of your investor that his 
investment is being well watched over. 
He would not be at all happy with a 
correspondent who thought that all 
servicing meant was—“‘one-half a per 
cent per annum.” 

The correspondent is being well 
paid for the performance of the serv- 
icing function and the future of your 
business depends on your ability to 
satisfy your investor. Don’t neglect 
this important function and then won- 
der why your investor is not much in- 
terested in building up his portfolio 
in your territory. Your servicing ac- 
counts are the backbone of your busi- 
and you should be very 
that they are receiving diligent and 
intelligent attention. 


ness sure 


Most correspondents are alert to 
the importance of the servicing func- 
tion and the realization that intelli- 
gent performance of his servicing 
duties means the difference betwcen 
success and failure. MBA is putting 


more and more emphasis on servicing 
clinics and these should result in the 
exchange of ideas that will be bene- 
ficial to all. 

Servicing means more than the col- 
lection of interest and principal and 
the looking after insurance and taxes. 
Although these are of great import- 
ance, it also means the intelligent ap- 
plication of your local knowledge to 
the management of your 
portfolio. 

Good portfolio management re- 
quires that you keep your investor in- 
formed of local changes which could 
affect the risk element in his existing 
portfolio. Show him that you are a 
professional by keeping him alerted to 
changing local conditions — good or 
bad. Undoubtedly he will receive 
Chamber of Commerce literature tell- 
ing him about the progress that is 
being made, but don’t forget the 
other things that may have a reverse 
effect. Perhaps a large industry is 
permanently reducing employment. 
Your investor should know about it. 
Perhaps a city administration has be- 
come woefully inefficient and steeply 
rising taxes will result. He should be 


investor’s 


given an opportunity to assess the sit- 
uation. I hope that this is not expect- 
ing too much, for if you are to play 
your proper part in the investment of 
your principal’s money you must be 
objective in your approach. Let your 
investor know that you are being so. 

Also, be very conscious of your pub- 
lic relations with your borrowers and 
others whom you serve. 

I have noticed in recent years some 
correspondents have attempted to sup- 
addi- 


borrowers 


plement servicing income by 
tional charges to existing 
for certain types of services rendered. 
I refer to the fees being charged in 


some territories for substitution of in- 
surance policies, furnishing informa- 
tion on mortgage balances, and other 
minor services, all of which, in my 
opinion, are nothing more than part 
and parcel of servicing your investor’s 
account. You should be careful that 
any charge you make is because you 
are performing an unusual service and 
that you are not putting yourself in 
the light of gouging an uninformed 
borrower by charging for 
which you are performing on behalf 
of your investor and for which you 
are being adequately compensated. 
Have a clear understanding with your 
investor as to the charges which you 
can make with respect to his business. 
Insurance companies are very alert to 
public relations as their livelihood de- 
pends on the good will of the public 
and your investor cannot countenance 
charges that are unjustified. 


services 


The correspondent system has per- 
formed and is performing a needed 
function, and by and large is perform- 
ing it well. While we have caught up 
with our housing deficiencies and can 
expect a more normal type of demand 
for mortgages, I feel that there is 
plenty of room for optimism about the 
long-term prospects for the business. 
Growth in population with increased 
family formations should stimulate 
future housing demand, and mortgage 
payoffs and increased savings should 
help provide the money. The corre- 
spondent who is aware of his obliga- 
tion to his investor in the three main 
functions he performs, and is con- 
scientious in the performance of these 
functions, need have no fear but that 
his business will continue to grow and 
prosper. Let us understand each oth- 
er’s problems and solve them to our 
mutual advantage. 
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>> SEEN IN PHOENIX: Above, uppe! left, MBA 
President John F. Austin, Jr., with (left to right) Roy F. 
Flesh, Clinic chairman, of Phoenix; Walter C. Nelson, 
Minneapolis; and James B. Shea, Carroll J. Pierce and 
Ralph E. Bruneau, all of Phoenix. Below, the Hon. Barry 
Goldwater, Senator from Arizona (third from left), a 
Clinic speaker, with John J. Kayeton and S. P. Apple- 
white, both of Phoenix, and Harry V. Cameron, Tucson. 
lop right, Messrs. Flesh and Bruneau with three program 
participants: William A. Marcus, San Francisco, and 
Washington government officials, Norman P. Mason, 
FHA, and Winfield W. Riefler, Federal Reserve System. 
Below them, Albert J. Moye, Denver; Frank J. McCabe, 
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Jr.. MBA; L. W. Sutton, Albuquerque. 

Lower photos, top left, three Californians: John E. 
McGovern and Joseph R. Jones, Los Angeles; and C. 
W. Courtney, Bakersfield. Mr. Jones was a program 
speaker. Then, top right, an all Arizona group and all 
with the Western American Mortgage Co.: Mark Wood- 
ruff, Tucson; and R. E. Buckingham, John Blundell, 
Everett E. Reed, Dale Sims and N. E. Penquite, all of 
Phoenix. Below, left, William E. Schuette, Loren Seder- 
strom, Kenneth C. Brown, George A. Baumann and N. L. 
Dumont, Jr., all of Phoenix. Final photo: A. E. Seymour, 
Cleveland; Charles Jostes, San Francisco: Lowell H. 
Duggan and Jay H. Stine, Alameda, Calif. 





_.. 


Clinic in Phoenix 


Phoenix was noteworthy for the par- 
ticular brand of Western hospitality 
which the Phoenix contingent dis- 
played once before and somehow 
managed to repeat exactly in 1957. 
Noteworthy, too, were some of the 
things said. FHA Commissioner Nor- 
man P. Mason broached, for the first 
time, a suggestion for channeling 
more money into the mortgage field 

a suggestion similar to others like 
it but noteworthy this time because it 


emanated from FHA. 


A plan has been proposed to the 
FHA, he said, which if it proves feasi- 
ble, would for the first time permit 
individuals to invest in bonds secured 
by FHA-insured mortgages. 

This plan would permit the for- 
mation of privately owned mutual 
investment trusts which would buy 
FHA-insured mortgages and sell par- 
ticipation certificates in units of $1,000 
and up. He financial 
groups had expressed considerable in- 
terest in the possibility of setting up 


said various 
such trusts. 


He emphasized that the plan was 


still in the discussion stage. He be- 
lieves, however, that the safety and 
relatively high yield offered by the se- 
curities would make them interesting 
to the small institutional investor and 
to individuals. He explained that, al- 
though FHA regulations do not now 
permit ownership of participations in 
its insured mortgages, specific excep- 
tions may be made if adequate safe- 
guards are provided. 

He declared that a sound and stable 
mortgage market 
meet steadily rising housing standards. 
He cited the fact that in 1900 one 
home was built in the United 
States for every 84 households, and 
that in 1956 one was built for every 
+4 households. 

It’s a long way from reality, but the 
plan cannot help but intrigue anyone 
interested in the mortgage business. 
Meanwhile, President John F. Austin, 
Jr., looked ahead and found a good 
deal to be encouraged about. 


“I find signs in the 
market place; the eagerness with 
which the market took up the first 


was necessary to 


new 


encouraging 


quarter’s enormous volume of stock 
and bond issues is one such sign; an- 
other thing is that in spite of the con- 
tinued large demand for business 
loans, private and public borrowing 
which we have experienced this past 
quarter, interest rates have remained 
fairly steady, which indicates that ten- 
sion is, at least, not increasing. 

“This point becomes even more sig- 
nificant when you consider that the 
rein on bank credit by the Reserve 
authorities has not been relaxed. Fi- 
nally, the market itself reveals a hap- 
pier situation in the case of a sta- 
government 


bilizing of discounts on 


insured and guaranteed mortgages. 
The view, generally, is that interest 
rates have reached their peak for the 
present and that the remainder of the 
will offer conditions somewhat 


more favorable to borrowers. 


yeal 


“While I see a somewhat improved 
situation ahead, I do not want to ap- 
pear to imply that I expect a period 
of easy money—such as we enjoyed in 
1954 and 1955. But I think it will be 
a little better than we have had—and 
any relief will be welcome indeed.” 


>> ALSO SEEN IN PHOENIX: In the photos directly below, first, Fred A. Baker, of Ogden, Utah; with Franklin D. Richards, 
Jr., of Salt Lake City; John Cunningham, Santa Rosa, Calif.; and David E. Rosenlund, Philadelphia. To their right, three “ladies of 
the Clinic” among the many whose presence added so much to the spirit of the occasion: Mrs. George A. Baumann and Mrs. Kenneth 
C. Brown, both of Phoenix, and Mrs. John F. Austin, Jr., Houston. Below, the fashion show, one of the features of the luncheon 
following the Clinic’s final morning session. In the lower left photo, that’s James B. Shea, introducing the luncheon speaker, Herb Leg- 


gett at his right. 
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Clinic in Miami Beach 


Emphasis veered away from money 
matters at the Miami Beach Clinic, 
tor some reason or other, to the ques- 
tion of building ahead—are we over- 
built, where are the saturation areas 
if any, how much effective demand 
remains, etc. General conclusion of 
the experts: over-all, this country isn’t 
over-built, a heavy demand still ex- 
ists. Our problem: get the money to 
get the building up. 

Leading exponent of this view was 
Dr. George Cline Smith, vice presi- 
dent and economist of F. W. Dodge 
Corporation who said: 

“The important thing is that noth- 


ing can contain, for long, the enor- 





In Miami Beach, the social side which the Florida group handled 
in the style befitting the area. The Lindell Petersons arrive at a 
reception with Mrs. John F. Austin greeting them .. . 


mous pressure dammed up behind 
our current rate of underbuilding. 
Something is going to give. There is 
no use just sitting back and saying 
that there’s a shortage of home-buy- 
ers. There’s a surplus of them, for 
housing in the right brackets and with 
the right financing. They’ve been in 
the market before, and they'll be back 
in it again. 


“Closing our eyes to this fact won't 


do us any good, and may do some 
harm. For instance, if I were a banker, 
I would be acutely aware of the pos- 
sibility of expanded direct government 
lending programs—a form of social- 
ized banking. Something is going to 


right, Ken- Austin. 


give before the tremendous demand 
pressure ; and if something else doesn’t 
give first, there will be a loud clamor 
for bigger direct lending. (It’s loud 
enough, anyway. ) 

“Leaving aside politics, and sticking 
strictly to economics, I think the long 
range future of homebuilding activity 
is extremely bright. We are at the low 
ebb of household formations now; 
from here on out, and especially after 
1962, there will be substantial growth 
in population, in families and in the 
number of babies born. There’s no 
reason to assume that any of the other 
basic demand factors will be any less 
strong. The tendency of house prices 





neth Morrison, Houston; Edward S. Backnick, Jr. and Raymond 
T. O'Keefe, Chase Manhattan Bank, New York; and President 





Above, M. J. Mittenthal with the Austins who, at right, are greet- 
ing the W. C. Rainfords of Granite City, IIl. 
Soniats of Ft. Worth; Chairman Lon Worth Crow and a group; 


Below: the Alvin 


the Fred Croziers of Jacksonville; Mary Crow with Ferd Kramer 
of Chicago. The Clinic was held in conjunction with the Florida 
MBA annual meeting. 
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to go beyond their market is being 
corrected now, if only because the rise 
has been slowed while the rest of the 
economy inflates to catch up.” 

“The total demand for housing, and 
the demand for new housing espe- 
cially, are influenced not only by the 
number of people, but by their in- 
comes. As standards of living rise, so 
does the desire for bigger, better and 
newer housing. And the real income 
of the average American family has 
never been higher than it is right now. 

“If we are underbuilding, vacant 
housing should be getting scarce. Weil, 
it is. The Census Bureau reports that 
in the past six months the available 
vacancy rate nation-wide has dropped 
from 2.8 per cent units to 2.2 per cent. 

“Far from having a surplus of hous- 
ing, we may well be heading for a 
severe shortage.” 

Another authority set forth the 
same viewpoint: This country 
overbuilt with homes and the meas- 
ures which the federal money man- 
agers have taken to prevent a surplus 
of homes through the curtailment of 
mortgage credit have proved mis- 
take, Kenneth S. Keyes, president of 
the National Association of Real Es- 
tate Boards said. 

The policies which the nation’s fis- 
cal managers have pursued, he de- 
clared, “actually produced in 
most areas a housing deficit—a serious 
home shortage.” 

“Evidence of the present strength 
of this home market is to be found in 
the low—and declining—rate of resi- 
dential vacancies coupled with the 
highest rate of personal income in our 
history with employment at a record 
level. 

“I feel that there is every indica- 
tion that this present demand will ex- 
pand vigorously in the years to come. 
New households have been coming 
into being at the rate of about 900,- 
000 a year since 1950. Projections by 
the Census Bureau indicate that this 
rate of household formation will con- 


is not 


have 


tinue to 1960 and then enter into a 
decade of still higher rates.” 
President John F. Austin, Jr. said 


the money will be available for what- 
ever we need to build. 

“As far as the probable number of 
housing starts is concerned, there is a 
gap between the highs and the 
lows that our predictors indicate we 
will have. I will confine my predic- 
this: houses 


wide 


tions to however many 


are built this year—be it 800,000 or 
1,000,000—we will be able to find the 
funds to finance them. While a turn- 
ing point in the long decline in house- 
building activity is undoubtedly ap- 
proaching, it will not be a sharp one. 

sudden spurt in activity this year 
does not seem possible, but a gradual 
improvement certainly does. Despite 
our multiplicity of troubles, demand 
for houses and other kinds of build- 
ings generally continues to be good, 
giving elements of strength to the un- 
derlying market. The boom in office 
buildings and shopping centers has by 
no means played out; in many 
it has not yet started.” 


Howard J. Murphy 
Florida MBA Head 


At the meeting of the 
Bankers Association of Florida, 


ard J. Murphy, W. G. Mathes, 


areas 


Mortgage 
How- 


Inc., 


Fort Lauderdale, was elected presi- 
dent to succeed Frank W. Reed of 
Orlando. Vice presidents elected were 
Wilson Munnerlyn, Kirbo, Mills & 
McAlpin, Inc., Jacksonville; J. Walter 
Tucker, Jr., Tucker & Branham, Inc., 
Orlando; Stanley P. Fosgate, Stock- 
ton, Whatley, Davin & Company, 
Miami and Robert Brinkley, The 
Commonwealth Corporation, Talla- 
hassee. Named secretary-treasurer was 
Robin Brown, D. R. Mead & Com- 
Fort Lauderdale. 


pany, 
Governors elected were L. A. Ho- 
garth, B. D. Cole, Inc., West Palm 


Beach; W. Herbert Speir, Commander 
ey Jacksonville; Lon Worth 
Crow, Jr., Lon Worth Crow Com- 
pany, Miami; John H. Skemp, Eu- 
gene Knight, Inc., Tampa; Brown L. 
Whatley, Stockton, Whatley Davin & 
Company; A. H. Grant, First Na- 
tional Bank of Dunedin, and Frank 
W. Reed, The First National Bank of 
Orlando. 





At the Miami Beach Clinic opening: seated, Dr. George Cline Smith, New York; Lon 
Worth Crow, Jr., Miami, Clinic chairman; Walter C. Nelson, Minneapolis; standing, 
Frank W. Reed, retiring president, Florida MBA; Kenneth S. Keyes, president, National 
Association of Real Estate Boards; President Austin; and Guy E. Noyes, Federal Reserve 
System, Washington, D. C. Below, the group of more than 250 attending the Clinic. 
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Institutional Lending as a Young Man Sees It 


By JOHN H. TIPTON, JR. 


ind he sees it as a satisfying professional career, one with every challenge and stimulation 
that any other field might offer. Mr. Tipton is supervisor of the central territory of the Real 
Estate and Mortgage Loan Department of The National Life and Accident Insurance Company. 


VERY cloud has a silver lining, 
so the philosophers say. The 
black cloud of tight money has given 
some of us a chance to catch our 
breath and survey the situation. With 
only about seven years under my belt 
I am, by no stretch of the imagina- 
tion, a veteran of the real estate and 
mortgage loan wars, but I feel that I 
have been in the business long enough 
to know that I have found an occu- 
pation which I want to follow for a 
long time. Why do I say this? Let 
me briefly discuss my feelings with you. 
First, although I am connected with 
the real estate and mortgage loan de- 
partment of a life insurance company, 
I believe that most of my reasons for 
choosing to stay in the mortgage 
banking profession are no different 
from those of other young men em- 
ployed by our loan correspondents. 
Evervone receives a sense of satis- 
faction from the creation of an object 
or an idea, regardiess of the propor- 
tion of his creation. In our business 
this feeling of pride comes to everyone 
when he has successfully planned a 
subdivision, brought about a sale, pur- 
chased a piece of property, closed a 
loan, audited an account or com- 
pleted any other of the multitude of 
operations connected with mortgage 
banking. Something has taken place 
because of his efforts and his efforts 
alone. We like to feel that because 
of a little extra attention here and 
there we have made home ownership 
a reality when it might not otherwise 
have been possible and that we have 
been able to work out satisfactory 
commercial loans which have helped 
lend a hand toward the growth of 
ideas into thriving business enterprises. 


Every young man must try to 
choose a vocation which will offer to 
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him the most opportunities and one 
in which he can make the most of 
his abilities. The mortgage banking 
industry offers so many avenues for 
advancement that it would be diffi- 
cult to enumerate them, much less 
discuss them in any detail. Planning, 
development, production, servicing are 
but a few, each offering a challenge 
and each requiring a craftsman, if 
you please, to keep them operating 
and running smoothly. There is no 
limit to the areas which challenge the 
development of one’s ability and no 
limit to the tasks to be mastered. Hard 
work should and will be followed by 
acknowledgement of ability through 
advancement in your company. This 
business of mortgage banking is con- 
stantly adjusting to meet the demands 
imposed by our changing times. Con- 
sequently we must never cease to 
study and experiment with new tech- 
niques. Mortgage banking has become 
a scientific skill. Unfortunately, not 
everyone is willing to try to keep the 
pace required to stay abreast of all 
the developments. We young men, 
and others too for that matter, are 
fortunate to have available to us the 
many excellent educational facilities 
offered by the Mortgage Bankers As- 
sociation. It is our own fault if we 
fail to take advantage of these oppor- 
tunities. 

It goes without saying that the 
monotony of a job can drive a man 
to despair. Not so with mortgage 
banking. Every day is a different day, 
each insurance requirement is differ- 
ent, every loan is a different loan, 
every purchase involves new situations, 
each delinquency requires personal at- 
tention. No matter how much alike 
some of the transactions may seem, 
each is different, each important, each 
must be handled with the dignity that 


it deserves. Maybe the pace is hectic, 
nerve-racking and tiring, but never 
monotonous. It keeps you thinking— 
at least those who stay with it have to 
keep thinking, because carelessness, in- 
difference and laxity are costly part- 
ners who cannot be afforded. 

“All work and no play makes Jack 
a dull—” is an old expression, but 
it aptly fits a very important phase 
of this business. Everyone should 
strive to do his best at all times for 
his company and for himself, but tem- 
pered with this most important atti- 
tude should be one’s ability to derive 
pleasure and enjoyment from his busi- 
ness associations. My company has a 
good many loan correspondents in 
some 22 states. The association with 
these men, both at work and at lei- 
sure, both in their respective territories 
and at the many fine meetings of the 
Mortgage Bankers Association, is a 
stimulating, broadening and enriching 
experience. As a by-product of this 
association there arises a most valu- 
able business asset—that of a mutual 
understanding of one another’s prob- 
lems. Without such a relationship be- 
tween investor and _ correspondent 
many seemingly simple difficulties 
mount to problems practically impos- 
sible of solution. This sounds so ele- 
mentary that it is also trite, but we 
all know that this spirit of under- 
standing does not exist in many places 
that it should be found. Further, it 
should be said that this spirit of un- 
derstanding does not just happen, but 
is a product of trial and error plus a 
goodly portion of patience. 





Satisfaction from creation, future 
advancement, challenge of job, and 
enjoyment from association with peo- 
ple are foremost among my reasons 
for desiring my job. 


A page sponsored by the Association’s 


Young Men’s Activities Committee 


Joe Jack Merriman, Kansas City, Acting Chairman 


In 


bu 
its 


or 
FI 


So 


Im 
ar 


wl 
ro 
m 
vie 


Hi 





MBA Group Works With FHA 





A lot goes on behind the scenes. 
In MBA affairs, a great amount of 
work is done quietly but efficiently 
but too often not fully recognized fon 
its real importance. A case in point 
is the Industry Advisory Committee 
on Mortgage Operations named by 
FHA Commissioner Norman P. Ma- 
son which meets with him _period- 
ically to review various aspects of the 
mortgage insurance program. They 
are all MBA members and at a re- 
cent the group 
which attended. Left to right, front 
row, Charles E. Sigety, deputy com- 
missioner of FHA; T. E. McDonald, 
vice president, T. J. Bettes Company, 
Houston; Carey Winston, president, 
The Carey Winston Company, Wash- 


meeting this was 


ington, D. C.; FHA Commissione1 
Mason; Howard E. Meyer, managet 
of servicing, New York Life Insur- 
ance Company, New York and R. W. 
Jefferson, FHA director examination 
and audit. 

Back row, left to right, MBA Gen- 
eral Counsel Samuel E. Neel; C. G. 
Carey, vice James W. 
Rouse & Company, Inc., Baltimore; 
R. G. Holladay, president, Marx & 
Bensdorf, Inc., Memphis; Alfred L. 
Raney, executive vice president, 
Mortgage and Trust, Inc., Houston: 
Paul Crum, president, M. P. Crum 
Company, Dallas; C. Worth Barnett, 
vice president, Mercantile Mortgage 
Co., Indianapolis; Cyrus B. Sweet, 
Lester Thompson and Allan F. Thorn- 


ton, all of the FHA staff. 


president, 


Spearman Heads Charlotte MBA 





MBA has 


directors 


The Charlotte, N. C., 
elected new officers and 
which include Jim H. Spearman, Jr. 
of City Savings Bank, president; 
T. W. Crutcher, Jr. of H. Y. Duna- 
way, vice president; and Joe W. Low- 
rance of Wachovia Bank & Trust Co., 


secretary and treasurer. Lex Marsh 


is the retiring president. 

Directors are S. T. Henderson of 
Home Realty & Management Co.; 
W. R. Cuthbertson of City Savings 
Bank; N. G. Speir of N. G. Speir, 
Inc.; and the officers. 

Above, Messrs. Spearman, Crutcher 
and Lowrance. 


GOOD MORTGAGE BUSINESS 


(Continued from page 13) 


holders headed by a wage or salary 
worker in a nonagricultural occupa- 
tion owned his own home last August, 
with even higher proportions found in 
mining, public administration, and 
the group made up of transportation, 
communications and public utilities. 
The only occupational group with 
more renters than homeowners 
households headed by a service em- 
ployee, and even here the difference 


was 


was small. 


The bulk of the country’s home 
ownership is found in _ households 
headed by persons 35 years of age 
and The proportions run to 
three out of every five for the various 
age brackets, with the highest ratio 
found in the 65 and over age group. 
However, the biggest proportion of 
recent home buyers is found in the 
age groups under 35, indicating the 
extent that the desire to own a home 
has permeated the younger age 
groups. Families in which the wife 
is working are common in this group. 


The study 
mortgage status of home owners, and 
found that just under half of all 
homes owned free and. clear. 
Length of ownership is dominant in 
this respect. Whereas 8 out of every 
households 


over. 


likewise explored the 


were 


ten homes owned by 
headed by a person between 25 and 
34 have a mortgage, only one out of 
every six homes owned by a_ house- 
holder 65 years of age and over 1s 
mortgaged. Nearly 5 million persons 
65 and over own their homes free and 
clear. 





Our Home Owners 
The table 
proportion of all occupied dwell- 


following gives the 
ing units that were owned, and of 
these the that 
mortgaged, by principal age groups 
in August, 1956: 


percentages were 


% of 
Owners 
Age of All Units with 
Head of (000 Mort- 
Household omitted) Owners gage 
Under 25 2,380 17% 717% 
25 to 34 9,460 49 81 


35 to 44 11,115 63 71 


45 to 54 9,990 66 53 
55 to 64 8,410 67 34 
65 & over 8,395 68 16 
All ages 49,750 60 51 


Source: Federal Reserve System. 
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William J. Laidlaw Jr. has been 
elected to the presidency of Century 
Life Insurance Company, Fort Worth, 
according to William J. Laidlaw, Sr., 
who becomes 
chairman of the 
board. 

Mr. Laidlaw Jr. 
started his life in- 
surance career in 
1936 as a_ part 
time mail clerk. 
Since graduation 
from Southern 
Methodist Uni- 
versity he has de- 





W. J. Laidlaw, Jr. 


voted his entire career to the life 
insurance business, with the exception 
of four years in military service dur- 
ing World War II. 

Title positions held in Century Life 
by Mr. Laidlaw Jr. include Manager 
of Investments, Assistant to the Presi- 
dent, and Executive Vice President. 
He also has served on the company’s 
executive and financial committees. 
He is an active member of American 
Life Convention, of Texas Life Con- 
vention and of MBA. 

The Title Guarantee Company of 
Baltimore has expanded its title in- 
surance operations to Puerto Rico 
and Carlos Carrera Benitez of San 
Juan has been named resident agent, 
George H. Schmidt, president, an- 
nounces ... John A, Steel, San Fran- 
cisco, was elected president of Para- 
mount Fire Insurance Company 
David Lee Treadway, past president 
of Texas MBA and Dallas MBA, was 
elected a vice president of the Repub- 
lic National Bank of Dallas . . . Car- 
ton S. Stallard was elected president 
of the Jersey Mortgage Company, 
Elizabeth, New Jersey, succeeding 
Robert E. Goldsby, who was named 
to the newly-created post of chair- 
man of the board and continues as 
chief executive officer. Mr. Stallard 
was designated chief administrative 
officer. All other present officers were 
re-elected: John V. Nowicki, vice 
president; Wayne K. Long, vice presi- 
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dent and comptroller; and Robert G. 
Guempel, Sefton Stallard and Frank 
G. Reinfurt, assistant vice presidents. 

George W. Kemp, Sr., chairman 
of McKey & Poague, Inc., Chicago, 
recently observed his 50th anniversary 
with the company. He went to work 
with the firm as a rent collector and 
became chairman in 1953 . . . Ralph 
P. Schaberg was elected secretary- 
treasurer of Manhattan Life Insur- 
ance Company. Mr. Schaberg, who 
started with the company in 1923, 
has been treasurer since 1953. Pre- 
viously he had been assistant treas- 
urer for three years. 

Provident Mutual Life Insurance 
Company, Philadelphia, has named 
Edward L. Stanley as Manager, 
Mortgage Loans and Real Estate. He 
succeeds Frank A. Savage who is 
retiring. 

Mr. Stanley joined Provident Mu- 
tual in 1937 and was named Assistant 
Manager of Mortgage Loans in 1949. 
He was named Associate Manager of 
Mortgage Loans in 1955. 

Mr. Savage, retiring Vice President 
and Manager of Mortgage Loans, 
has been with the Company since 
1914. He has served as Vice Presi- 
dent and Manager of Mortgage 
Loans since 1953. He will continue 
to be active in the mortgage loan 
field having formed a company 
known as Savage Mortgage Service 
Company, Inc. 


Irvin N. Clary, executive vice pres- 








APPROVED LENDER 
BUILDER — DEVELOPER 


Desires Additional Sources 
of FHA-VA-CONVENTION- 
AL Permanent Mortgage 
Money. Well Organized to 
Originate Process and Serv- 
ice Loans, Three Million and 
Up Yearly in Tampa, Fla. 
Write Box 437, The MORT- 
GAGE BANKER. 























ident of City National Bank, Beverly 
Hills, was elected to the board of di- 
rectors of the California Bankers 
Association, Group comprising 
banks in Los Angeles County. 

>> COMMITMENT FOR SALE: 
An unique method of raising funds 
for a worthy cause was evolved at a 
dinner given by The Brooklyn Sav- 
ings Bank for some of its mortgage 
originators and servicing agents dur- 


PERSONNEL 


in answering advertisements in this column. 
address letters to box aumber shown in care of 
the Mertgage Beabae Asneueee of ° 
11l West Washington Street, Chicago 2, [linois. 











Large mortgage company needs services 
of qualified man as servicing manager for 
main office located in Los Angeles area. 
Experience with GI—FHA servicing pro- 
cedure essential. Familiarity with conver- 
sion to IBM accounting desirable. Salary 
and bonus arrangement. Please state ex- 
perience and qualifications. All replies 
will be held in confidence. Write Box 434. 


AVAILABLE— 
MORTGAGE EXECUTIVE 

Twenty-five years’ experience all phases 
of Mortgage Banking- Conventional, FHA, 
VA, Origination, Processing, closing, ap- 
praisal, credits warehousing, secondary 
market, correspondent relations. Legal, 
Real Estate and Insurance background. 
Desire permanence and stability of posi- 
tion. Have been Vice President and Ex- 
ecutive Vice President. Will relocate. Write 
Box 435. 

SENIOR LOAN OFFICER 

For Los Angeles area, with long estab- 
lished aggressive firm, thoroughly conver- 
sant with conventional lending— industrial, 
commercial, residential. Must have proven 
ability and capacity to accept a position of 
growing executive responsibility. Age 40 
or under desirable. Please send full resume. 
Write Box 438. 

RARE BLEND 

of fine experience. Young (39) executive 
experienced in running 4 kinds of busi- 
nesses: land development, mortgage bank- 
ing, real estate and home building. 
Economics, business administration and 
architectural training. 20 years in field. In- 
telligent, aggressive, creative, personable. 
Can organize, sell and manage. Desire ex- 
ecutive position with responsibility and 
chance for growth with pre-fab manufac- 
turer, mortgage banker, building materials 
manufacturer, home builder. Present mid- 
west, will relocate for right proposition in 
good community. Write Box 439. 


Mortgage Loan Manager to take com- 
plete charge of newly-organized depart- 
ment of old-time San Francisco Bay Area 
real estate and investment firm. Must be 
familiar with conventional and govern- 
ment insured loans. Eastern banking con- 
nections and other takeout sources desir- 
able. Send full résumé to Box 440. 


FHA administrative employee with 9 
years of responsible experience in all FHA 
insurance programs desires position with 
private concern. Will relocate and travel 
and available for immediate interview. 
Harold Kopp, 713 N. W. 5ist Street, Okla- 
homa City, Oklahoma. 
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ing MBA’s New York Conference. At 
this affair, held annually in recent 
years, Institutional Mortgage Com- 
pany, Bellflower, Calif., won a $500,- 
000 blanket VA commitment from 
Brooklyn. Stanley M. and A. D. Stal- 
ford, on the occasion of announcing 
their pending purchase of Institu- 
tional Mortgage Company, proposed 
jointly with David Northridge, presi- 
dent of Institutional, that they would 
like to have this commitment auc- 
tioned off to the highest bidder, with 
the proceeds donated to the Ameri- 
can Cancer Society. 

After spirited bidding, George J. 
Bender and Philip L. Greenawalt, 
vice presidents of Brooklyn, increased 
the commitment to $750,000 and 
split it among three of the bidding 
mortgage companies: McMillan 
Mortgage Company, Pool Mortgage 
Company and J. I. Kislak Mortgage 
Corp. of New Jersey, each of whom 
pledged to donate $4,000 to the 
American Cancer Society. Institu- 
tional Mortgage Company promptly 
promised to donate an additional 
$4,000 increasing the total pledge to 
the fight against cancer to $16,000. 

Security Title Insurance Company, 


Los Angeles, elected John D. Thomp- 


son, Jr. and J. Pierce Gannon as exec- 
utive vice presidents. Mr. Thompson 
will be in charge of the Southern 
offices and manager of the San Diego 
branch and Mr. Gannon in charge of 
the Northern offices and manager of 
the Visalia office. 

Bowery Savings Bank, New York, 
has named August M. Strung as vice 
president. He is presently in charge 
of the Bank’s mortgage servicing de- 
partment. Effective July 1, Mr. 
Strung, under the supervision of 
Harry Held, vice president in charge 
of the Bank’s mortgage division, will 
act as operational vice president su- 
pervising new loan originations and 
servicing. 

The Provident Savings Bank & 
Trust Company, Cincinnati, an- 
nounces the promotion of Edward A. 
Schuler from assistant secretary and 
treasurer to assistant vice president. 
William J. Brockman was named as- 
sistant secretary and treasurer. Mr. 
Schuler is manager of the mortgage 
loan department and has been with 


the Provident Bank since 1920. Mr. 
Brockman was formerly assistant 
manager of the North Cincinnati 


branch and is now devoting his full 
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W. J. Brockman 
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E. A. Schuler 


time to the mortgage loan depart- 
ment. 

Mortgage Investment Corporation 
of Richmond has purchased the assets 
of Mortgage Services of Norfolk, Inc., 
I. Norris Blake, president of the for- 
mer company, announced. 

Warren A. Ott, former president 
and S. P. Comninaki, vice president of 
Mortgage Services, will head the Nor- 
folk Branch Office of Mortgage In- 
vestment as vice president and assist- 
ant vice president, respectively. Other 
principal officers of Mortgage Invest- 
ment Corporation are vice presidents 
W. H. Hoofnagle, Jr., L. Platt Bul- 
lard, George O. Gregory, Kenneth I. 
Doran and Auditor, L. Ray Shelton. 

Mortgage Investment is servicing 
more than $65 million in loans, with 
about $45 million in the Richmond 
area and $20 million in other cities of 
the State. Mortgage Services has 
been servicing about $23 million in 
loans, principally in the Hampton 
Roads area. The combined companies 
will represent Metropolitan Life, 
Northwestern Mutual, Mutual Life of 
New York, Monumental Life, Phil- 
adelphia Saving Fund Society and 
other savings banks and institutional 
investors. 

Russell L. Truitt, formerly vice 
president of H. Duff Vilm Mortgage 
Company, Indianapolis, has joined 
the First National Bank of Colorado 
Springs as mortgage loan officer. 
Truitt’s new position was announced 
by Hiram Jordan, 
vice president and 
mortgage loan of- 
ficer of the First 
National, who re- 
cently resigned as 
vice president of 
the Lubbock Na- 
tional Bank to 
head up mortgage 
loan operations in 
the Colorado 





R. L. Truitt 


Springs bank. 
Truitt attended Indiana University 


and worked for General Motors Ac- 
ceptance Corporation and the Merid- 
ian Mutual Liability Company prior 
to joining H. Duff Vilm in 1952. He 
was secretary-treasurer of the Indian- 
apolis MBA. 

Edward G. Bergen, manager of the 
national brokerage department of J. I. 
Kislak Mortgage Company, Inc., of 
Jersey City, has 
been named as- 
sistant vice presi- 
dent of the firm. 
Now engaged in 
expanding the 
scope of his de- 
partment, Mr. 
Bergen heads up 
the group which 
last year placed 
over $58,000,000 
of VA, FHA and conventional loans 
with investors in the Metropolitan 
area. 

He was formerly a special agent of 
the Equitable Life Assurance Society. 

Kenneth J. Morford, president of 
Burwell & Morford, Seattle, and a 
member of the MBA Board, has been 
appointed by Mayor Gordon Clinton 
to a five-year term on the Seattle 
Housing Authority. He was first 
named a housing commissioner in 
1939. 

George W. DeFranceaux, president 
of Frederick W. Berens, Inc., Wash- 
ington, D. C., announced that the 75 
year old real estate firm of Tyler and 
Rutherford, Inc., has been merged 
with the Berens organization. Fred- 
erick W. Berens, Inc., operates coast 
to coast. In 1934 the firm placed the 
first FHA loan. 

Tyler and Rutherford was among 
the oldest real estate and mortgage 
firms in Washington having been or- 
ganized during President Grant’s sec- 
ond term. It served as mortgage cor- 
respondent (conventional loans) for 
the Mutual Benefit Life for more 
than 60 years. 

SOCIAL NOTE: Byron Chris- 
topher Shutz was married in Jefferson 
City, Missouri, to Miss Marilyn Ann 
Tweedie, daughter of Mr. and Mrs. 
William Reid Tweedie of that City. 
After a honeymoon in Boston, New 
York and a cruise to the West Indies 
they are at home in Kansas City, 
where Byron Christopher is in the 
Mortgage Loan Department of the 
Herbert V. Jones & Company. Byron 
was last year’s chairman of YMAC, 





E. G. Bergen 
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Time to Make Plans for the 
Dallas Convention ....and 


MEXICO 


MBA’s 44th Annual Convention in Dallas, November 4 to 7, is only five months in the future 
and plans for it are well along. The post-Convention activities consist of seven special tours to 
Mexico, arranged by the Association’s travel representatives, the International Travel Service. A 
large number of members have already made arrangements for the tours. If you want to avail 
yourself of this excellent opportunity to visit America’s neighbor to the South, you should make 
your plans now. It’s wise to plan ahead for the Mexico trip. 

Mexico is a colorful and exciting land. Regardless of whether you have been there before, the 
chances are high that you will want to go back. The seven tours available to MBA members 
cover all areas of the country and are for various periods of time. You have the widest selection. 


The most important thing to keep in mind, however, is the fact that on any of these tours you 
will be accompanied by other MBA members and their wives, which means pleasant and agree- 
able companions. 

One of the seven tours is detailed below and others will be published in detail in a forthcoming 
issue. In the meantime, however, you can write International Travel Service, Palmer House, 
Chicago, for the descriptive folder of the seven itineraries. 


Mexico is one of the most 
colorful places in the world 

and it will have particular appeal 
for MBA members this year, 
because they will be so close to it. 
An extension of one of the 

tours will include a visit to the 


ruins of Monte Alban in Oaxaca. 





Tour 3, One of the 7, 11 Days in Mexico 


NOV. 7—Arrive MEXICO CITY, transfer to hotel NOV. 13—Leisurely day in TAXCO to enjoy unspoiled at- 
mosphere of an old silver mining town with its 


NOV. 8—Morning sightseeing in city, remainder of day . p J 4 J 
B ‘ & ’ ’ world famous silver shops and historic Indian 


NOV. 9 row irive to Pyramids of Teotihu Sone 
# “ae f e ) re s ) > act , , . 2 
: - § Gay ar ee a Se ee NOV. 14—Morning drive to ACAPULCO, arrival for lunch- 
NOV. 10—Morning visit to Palace of Fine Arts and Float- eon at your hotel, then soak up the sun amidst 
ing Gardens of XOCHIMILCO. picture-book surroundings. 
NOV. 11—Drive this morning yia TOLUCA to SAN JOSE NOV. 15—Your day for fishing, water skiing or whatever 
DE PURUA, luncheon at your hotel and after- you prefer. 
noon free to enjoy famous baths, swimming NOV. 16—One hour flight back to MEXICO CITY with 
pools, semi-tropical gardens. remainder of day free for shopping ... or a 
NOV. 12—By private car back through TOLUCA, then via final fling. 
IXTAPAN DE LA SAL to colorful TAXCO, NOV. 17—Departure from MEXICO CITY by air or rail 
luncheon enroute to U. S. A. 
Se PS en cadkscueravabavedtadeaebaaceans $215 per person 


International Travel Service 


Palmer House, Chicago 
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Mortgages Are Bein 


Today’s buyer of mortgages puts each mort- 
gage under close examination. It must meet 
every qualification of a safe, profitable in- 
vestment. 


One of the requirements of many informed 
investors is title insurance. A title-insured 
mortgage is safer to hold, easier to sell... 
two most important qualities in any pur- 
chase. 

Whether you make mortgages or buy them, place title insur- 
ance at the top of your list of requirements. You will assure 
yourself that every mortgage passes the inevitable screening 
test. 

For fast title service, backed up by half a century of experi- 
ence, contact the Minnesota Title near you. Or write our Min- 
neapolis headquarters. 

TITLE 


MINNESOTA 


1) Je [nsurance Company 
OF MINNESOTA 


wader al... 
125 SOUTH Sth STREET FEderal 8-8733 MINNEAPOLIS 2, MINNESOTA 


the TITLE 


Capital, Sur plus and Reserves in excess of $4,000,000 


ARKANSAS FLORIDA GEORGIA KANSAS KENTUCKY LOUISIANA MINNESOTA 
MISSISSIPPI MISSOURI MONTANA NEBRASKA NORTH DAKOTA OHIO SOUTH CAROLINA 
SOUTH DAKOTA TENNESSEE UTAH WEST VIRGINIA WISCONSIN WYOMING 





title insurance 
sends you... 
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Full Steam Uhead” 


on more profitable 
mortgage transfers 


A sound, reliable Kansas City Title policy speeds up your 
transaction by answering your customer’s demand 

for predetermined title security. For fast, experienced title 
service, ring up your Kansas City Title agent today. 


hansas (ily [itl 


Sasirance Company 


Capital, Surplus and Reserves exceed $4,500,000.00 
Title Building 10th & Walnut Streets Kansas City 6, Mo. 
BRANCH OFFICES: 


Baltimore, Maryland; 210 North Calvert Street 

Little Rock, Arkansas; 214 Louisiana Street 

Nashville, Tennessee; S. W. Corn. 3rd & Union Streets 
Memphis, Tennessee; 60 North Second Street 


The company is licensed in the following states: Alabama, Arkansas, Colorado, Delaware, Florida, 
Georgia, Indiana, Kansas, Louisiana, Maryland, Mississippi, Missouri, Montana, Nebraska, No. Carolina, 
Ohio, So. Carolina, Tennessee, Texas, Utah, Virginia, Wisconsin, Wyoming and in the 

Dist. of Columbia and Territory of Alaska. 
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